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Introduction 


John Friedmann and William Alonso 

REGIONAL DEVELOPMENT AS A POLICY ISSUE 

In the few years that nations have sought economic development as 
an explicit goal it has become clear that the arithmetic of macro¬ 
economics has need of and is made more powerful by the geometry of 
regional considerations. Not only must decisions be made on how much 
of a scarce resource shall be allocated to a given purpose but also on 
where investments shall take place. Regions and space are a neglected 
but necessary dimension of the theory and the practice of economic 
development. Without the spatial point of view, the analysis is incom¬ 
plete, somewhat like a two-dimensional projection of a three-dimen¬ 
sional object. A nation has an economic landscape, akin to a physio¬ 
graphic one, with peaks and valleys, with areas which teem with life and 
areas which are deserted. The decision of where to locate a new project 
is as important as the decision to invest in it. The questions of social 
justice in the distributions of the fruits of economic development are as 
important and as difficult in terms of regions as in terms of social classes. 

Public policy has thus become concerned with the manner and pace 
of economic development of subnational areas, and space and distance 
are increasingly considered explicitly in the determination of national 
policies. But the conceptual structure necessary for the intelligent 
making of policy is in its infancy. The social sciences, principally 
economics and sociology, have been laggard in taking notice of space; 
while geography, which has always dealt with space, has lacked 
analytic power. The readings in this volume are therefore symptomatic 
of the state of our knowledge, which is eclectic. Having evolved rapidly 
from an ancestry of many disciplines, they reflect substantial insights 
but are deficient in integration. If our knowledge were more advanced, 
we could write a textbook, epitomizing and codifying principles in 
ordered cadences. The time may come, in a decade or two, when this 
can be done; but the topic is an urgent one, both for the technician 
and for those charged with responsibility for making decisions. It is 
thus our intention to make available in one place a sampling of some of 
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siderations of the project with consideration of the best over-all strategy 
for sustained national development. Thus, the balance sheet for a given 
project may show the largest “private” gain at one location, A , but 
considerations of multiplier effects or economies of agglomeration may 
indicate another location, B , as being the most beneficial to the national 
economy as a whole. 

In transitional societies, the regional problem thrusts itself on policy¬ 
makers during the period of early industrialization when, for a variety of 
reasons, activities come to be concentrated in one or a few centers. 
These centers not only grow so rapidly as to create problems of an 
entirely new order, but they also act as suction pumps, pulling in the 
more dynamic elements from the more static regions. The remainder of 
the country is thus relegated to a second-class, peripheral position. It 
is placed in a quasi-colonial relationship to the center, experiencing net 
outflows of people, capital, and resources, most of which redound to 
the advantage of the center where economic growth will tend to be 
rapid, sustained, and cumulative. As a result, income differences between 
center and periphery tend to widen. But the periphery frequently in¬ 
cludes what during the preindustrial era were important settlements and 
producing regions, and may account for a major portion of the national 
population. It is therefore likely to hold considerable political power 
which may be used to persuade the national government to adopt an 
aggressive policy for extending the scope of economic development 
beyond the narrow confines of the initial growth regions. 

Although basic, the center-periphery dichotomy is too crude to serve 
as a meaningful policy framework for regional development. The four¬ 
fold classification of development areas below may be more suitable 
for this purpose. 

1. Metropolitan regions . Sometimes called “core regions” or 
“growth poles,” they are large urban centers of industry, com¬ 
merce, and administration that, together with their immediate 
region of influence, possess high potentialities for further economic 
expansion. 

2. Development axes . These are elongated corridors along 
principal transport routes linking two or more metropolitan regions. 
Their prospects for development may be said to be roughly pro¬ 
portional to the size of the centers they link and inversely propor¬ 
tional to some function of the distance separating them. 

3. Frontier regions . New technologies, population pressures, 
or new national objectives sometime suggest the occupation of 
virgin territory. Frontiers contiguous to the older developed regions 
may expand more or less spontaneously along a broad front, often 
springing from urban settlements. Noncontiguous frontiers are 
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societies is their economic and social integration in space. Large under¬ 
developed nations, such as Indonesia and India, generally find that 
their regional elements are insufficiently interrelated, that they are 
nations composed largely of regional “islands.” The struggle is to 
achieve a common ethos and a closely interdependent national eco¬ 
nomic system. Such countries look upon their development as a process 
leading to the progressive internal integration of their national terri¬ 
tories. At the same time, developing nations may discover that the new 
activities created in process of development require market areas ex¬ 
ceeding the national boundaries. As a result, movements are now afoot 
in South America, Asia, and Africa in furtherance of multinational 


economic regions. 

In deciding upon the allocation of resources among regions, welfare 
and the present must be weighed against economic growth and the 
future; and the clear immediate considerations- of particular project 
decisions must be weighed against general strategies that involve bal¬ 
ances among sectors within regions as well as balances among regions. 

It may be helpful to formulate these general considerations as a set 
of criteria for testing the consequences of specific policy proposals. 
The first of these is the objective of national integration. Accordingly, 
it is held that one of the fundamental purposes of economic develop¬ 
ment is the creation of a national economic space articulated by an 
interdependent system of cities, areal functional specialization, and 
national markets. A second criterion demands that efficiency consider¬ 
ations be taken into account in the location of new activities. At a 
minimum this means that projects should be located so as not to require 

sustained subsidies for survival. Third, regional investment allocation 
should be guided by the criterion of maximizing opportunities for the 
further growth of the national economy. For it is clear that subnational 
areas cannot themselves make progress if the nation as a whole should 
stagnate: sustained national economic growth must always be a first 
consideration in regional investment choices. Finally, a certain inter¬ 
regional balance in levels of living must be maintained, at least sufficient 
to preserve political stability in support of the drive to national growth. 

It is evident that, in any application, each of these criteria will be 
assigned different weights, depending on the situation. To attain one 
set of values, others must be sacrificed. Nevertheless, the criteria are 
useful in deciding on regional investment allocation, if only because 
they call to mind the major considerations relevant to societies transi¬ 
tional to an industrial order. 


o JOHN FRIEDMANN AND WILLIAM ALONSO 

As a country approaches mature industrialization, policy interest in 
regional problems will noticeably decline. This may be ascribed to 
certain consequences of the development process itself. Regional differ¬ 
ences become blurred as markets are unified, resources more fully 
utilized, and differences in the costs of location attenuated. With grow- 
mg urbanization and improved transport-communication networks 
intense regionalism will gradually yield as an ideological expression to 
a pervasive cosmopolitanism. Relations will be more among cities— 
as a system of cities extends its influence over the entire country— 
than among regions. The urban focus, in fact, will come to predominate 
as increasing numbers of the population come to live within metro¬ 
politan areas. Welfare differences among regions are likely to be re¬ 
duced significantly from what they were during the early period of 
industrialization—though pockets of backwardness may remain here and 
there-and consequently lose a good deal of their potency as a prime 
political issue. To some degree, public policy may still be addressed to 
the problem of lagging regions, but this will be regarded as a welfare 
problem stemming from the immobility of human resources rather than 
as a key issue for national economic growth. 

Economic development will also bring with it an improvement in 
private decision-making. As the economy matures, there will be more 
entrepreneurs, and they will act upon better and more comprehensive 
information about alternative investment opportunities. The capital 
market too, will be improved, extending for all practical purposes 
across the nation. As a result, investors will respond more readily to 
small incentives, and few opportunities will long go unexploited. This 
will reduce the number of situations where “automatic” processes fail 
to operate effectively or where private and social interests diverge. In 
short, many regional development problems which, during earlier peri¬ 
ods, required purposeful government action, are attenuated through 
the normal functioning of the market. This observation applies to 
socialist countries as well, through the increase of the quality as well as 
tne numbers of bureaucratic entrepreneurs. 

In economically advanced countries, therefore, the regional problem 
will appear m forms different from those prevailing in transitional 
societies. The predominant effort in spatial planning will be shifted to 
problems of location and land use internal to the structure of metro¬ 
politan areas. In addition, national policy will sometimes become con- 
cerned-as m England and France—with what is presumed to be an 
excessive concentration of population and activities around the national 
capital. In such cases the argument, although unproved, appears to be 
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that the agglomerative decision of the entrepreneur may show profit 
from his point of view, but that the societal diseconomies are greater 
from the point of view of the economy as a whole. Or it may be that 
the depressed conditions of rural or mining areas call for special efforts 
to stimulate their economies, although the emphasis will be mainly on 
welfare rather than efficiency considerations. Occasionally, compre¬ 
hensive river basin development may be undertaken as a regional 
project. All these problems involve the national government to some 
degree, but, except for the organization of urban-metropolitan space, 
may be regarded as “mopping-up” operations rather than as activities 
critical to the national development process itself. 

There is one situation however, in which regional policy may become 
crucial even in advanced economies. It has been commonplace, since 
Adam Smith and his pin factory, that development and functional 
specialization go hand in hand. Such specialization is always localized, 
and the articulation of areal and functional differences into a single 
economic system constitutes what we have called the integration of 
the space economy. As economic development progresses, economies 
of scale in production call for larger markets, while rapid growth in 
demand calls for an increasing variety of goods and services, some of 
which must often come from great distances. Technology permits the 
size of economic regions to grow larger, to the point where the regional 
problem is shifted unto a less bounded stage in which nations are trans¬ 
formed into economic subregions of a larger entity, such as a “common 
market.” As a result, new political instrumentalities are called into being 
to*deal with issues already familiar: dispersal versus the polarization of 
growth; the balancing of individual project returns and regional con¬ 
siderations; and the spatial integration of the new multinational economy 
in terms of labor, capital, and goods. Moreover, the changes in activity 
location which result from an expansion of markets to countries joining 
in an economic union will set up requirements for adaptation to both 
growth and decline on a regional basis which will clearly involve spatial 
considerations. An example is the gradual depopulation of former 
agricultural regions and their conversion to less intensive uses, such as 
recreation. Matters of national pride and history, as well as politics, will 
always constrain the ability of planners to decide on a “best” strategy. 
But the recent tendencies toward creating more comprehensive spatial 
and economic unities appear to be the beginning of a new cycle of 
economic growth in which regional issues will once again loom as a 
highly significant concern for public policy. Western Europe is the 
outstanding instance of this trend. 
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TOWARD AN UNDERSTANDING OF REGIONAL 
DEVELOPMENT 

Academic concern with regional development stems from the policy 
issues discussed. We have seen how these issues differ in transitional 
and economically advanced countries and how they arise from two 
mam sources: the desire to attain a range of national objectives and 

the need to adapt effectively to the growth and decline of subnational 
economies. 

The mainstream of the literature on economic development, however 
has not dealt adequately with the regional problem. Typically, the focus 
has been the nation construed, in effect, as a point devoid of spatial 
dimension. This slighting of space is not surprising, for considering the 
factor of spatial differentiation greatly complicates the analytical prob¬ 
lem. The impetus for a fuller recognition of the regional problem has 
come chiefly from politicians, administrators, economists, and city 
planners who are engaged at close quarters with the practical demands 
of development policy. These men, having to make concrete decisions 
m which the question of where had to be answered, have turned to the 
academicians in search of a rational basis for choice. 

The urgency of regional problems has led, in most cases, to ap¬ 
proaches which are not so much interdisciplinary as mindless of the 
traditional boundaries among academic disciplines. In considering prob¬ 
lems of urbanization, depressed regions, and interregional migration, the 
subject matter of diverse social sciences becomes so thoroughly inter¬ 
twined that its separation into “pure” disciplinary strands is nothing 
but a sterile exercise. Urbanization, for example, is studied by the 
geographer with a view to discovering the reasons for city location by 
e regional scientist for evidence of the systemic arrangements of cities 
within a country, by the sociologist with a concern for patterns of urban 
social structure and their influence on regional integration, by the 
economist with a view to discovering the bases of urban economy and 
the pattern of emerging growth poles, and by the city planner with an 
eye to the requirements for investment in urban infrastructure and the 
optimal arrangements of urban land-use patterns. None of these ap¬ 
proaches can be ignored if a full understanding of the role of cities in 
regional development is sought. 

a . theoretical standpoint, two questions assume importance: 
(1) How is economic growth spatially differentiated, and, (2) what 
accounts for differential patterns and sequences of growth? 
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The first question has been inadequately explored, so that we know, 
in fact, relatively little either about spatial activity patterns at different 
periods in the economic development of nations or about typical growth 
sequences in space. One surmise is that a space economy normally 
evolves from a number of small and relatively closed regional economies 
into a fully integrated national economy in which the significance of 
locational differences is sharply reduced. Another hypothesis is that 
modern economic development occurs typically at only a few points in 
space and that development proceeds from there to incorporate suc¬ 
cessively larger portions of the national periphery. 

In studying the spatial structure of economic development, both 
physical and activity patterns must be considered as two aspects of the 
same reality. The first refers to the arrangement in space of human 
settlements, productive facilities, transport routes, land uses, and the 
like. Activity patterns consist of the flows of capital, labor, com¬ 
modities, and communications which link the physical elements in 
space. While the former have a direct significance for calculating in¬ 
vestment requirements, the latter are chiefly responsible for energizing 
the development process itself. Large urban concentrations, for example, 
continue to expand for as long as they offer substantial cost advan¬ 
tages to interpersonal communications. As soon as these advantages 
are reduced by being spread more evenly across a larger territory such 
as a metropolitan region or belts of continuous urbanization, activity 
patterns will be dispersed. As a result, economic growth may reach 
into areas that heretofore had lagged behind the general drive towards 
greater productivity. 

The spatial structure of an economy comes into being from the in¬ 
teraction of physical and activity patterns. It may be described and 
studied with reference to such phenomena as growth poles, develop¬ 
ment axes, functional urban hierarchies, trade areas, and intermetro¬ 
politan peripheries. And it will stand in some logical relation to the 
technology and productivity levels of the economy. As these change, 
the spatial structure of activities is likely to be changed, although 
historical patterns will continue to exert their initial influence. The 
second question, then, concerns the reasons for differential spatial pat¬ 
terns and sequences of spatial transformation. Here, two approaches 
are equally valid. In the first, the interest is chiefly historical and the 
focus a given region. The problem is to explain the region’s past de¬ 
velopment and to carry projections into the future. In this case, the 
rest of the nation is treated as a noncontrollable, exogenous variable. 
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A final link in explaining the spatial patterning of the national 
economy is found in the analysis of internal migration. Migration tends 
to adjust imbalances in welfare at the same time that it allows a more 
rational exploitation of resources, both in regions of substantial emi¬ 
gration (as a result of possible adjustments in land use and in produc¬ 
tion techniques) and in frontier regions. Without migration, economic 
growth would come to a halt. But it can also be a disturbing element, 
as where the number of inbound migrants greatly exceeds the available 
job opportunities at specified locations or where, because of its magni¬ 
tude and selective character, it leaves rural communities abandoned to 
their own incompetence. In any event, no explanation of regional eco¬ 
nomic growth can be complete without full attention to this aspect of 
the problem. 

All three approaches are treated at some length in the present 
volume. In conclusion, therefore, a word is due in explanation of the 
selections made. 


ORGANIZATION OF SELECTIONS 

At the outset, it may be well to state what this volume does not 
include. It is silent, for instance, on questions of analytical method. 
Problems in the application of social income accounting, regional input- 
output analysis, industrial complex analysis, and linear and nonlinear 
programing—to cite only a few of the relevant techniques—are ex¬ 
pertly discussed in a recent compendium by Walter Isard. 1 Most of the 
pertinent literature up to that time is reviewed critically there, and the 
student of regional development will find the volume an indispensable 
guide through the entanglements of methodology and regional theory. 

In general, we have also avoided material predating 1955, since 
almost all of this has been superseded or stated more incisively in more 
current writings. For a similar reason, we have not undertaken to trans¬ 
late material not already available in English; most of it is duplicated 
in one form or another in American studies. East European literature, 
however, presents a problem of a different order. Its institutional as- 
sumptions depart so radically from ours that their applicability to 

1 Walter Isard, in association with others, Methods of Regional Analysis: an 
Introduction to Regional Science , New York and London, The Technology 
Press of the Massachusetts Institute of Technology and John Wiley & Sons 
Inc., 1960. 
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Western problems and experience is probably not very great. 2 Neither 
ave we included the writings on regionalism, a form of cultural 
philosophy which flourished in the 1930’s but is now widely regarded 
as an o lty, at least in the United States with its exceptionally fluid 
social patterns. In any event, little has been added to the subject since 
the exceUent symposium edited by Jensen in 1951. 3 Finally, we decided 
to exclude case studies of regional development. Few studies of article 
ength are such that the reader may draw valid inferences from them 
Although many of the selections make use of concrete examples, and 
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one discipline may be delighted to discover materials from another that 
are pertinent to their own set of problems. The general reader, on the 
other hand, is given an opportunity to synthesize in his own mind, and 
with the help of the brief commentary provided, the dimensi ons of a 
new specialization focused on regional development, policy, and plan¬ 
ning. The readings are arranged in order to facilitate this task. 
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Introductory Note 

In the three essays which follow, the reader will be introduced to the 
central concepts and problems with which this book is concerned: space, 
development, and planning. These three terms are seldom thought of as 
being related. While the link between space and planning is as familiar 
to urbanists as the link between planning and development is to the 
economist, the joining of “space” to development is only now coming 
to be acknowledged as a significant extension of traditional ways of 
thinking. One result of this is the appearance of a new goal dimension: 
spatial planners are made aware of economic objectives such as pro¬ 
ductivity growth, full employment, and financial stability, while eco¬ 
nomic planners are discovering objectives for the organization of 
economic space. 

A study of economic development as a dynamic system of spatial 
relations can, in fact, yield deep insights. Locations and spatial inter¬ 
action patterns not only define this system but strongly influence its per¬ 
formance characteristics as measured by the usual criteria. It is thus 
that Lloyd Rodwin can pose the choice of regions—that is, the choice 
of a gross location pattern for investment—as one of the basic prob¬ 
lems for transitional societies to solve. Much in the same vein, John 
Friedmann attempts to trace the outlines and core interests of regional 
planning as a new field of academic study. He draws a sharp distinction 
between the practice and the study of regional planning, defining the 
latter as a specialized form of spatial planning concerned principally 
with the normative ordering of activities in economic space for areas 
larger than a single city. 

But what is the nature of these relations? What, indeed, is the basic 
concept of space which is used here as a common thread, relating the 
several parts of this book to each other? It is this question which 
Francois Perroux addresses directly in his Harvard lecture of fifteen 
years ago. 

The traditional concept of space (which Perroux calls banal) is 
defined by studying the extent, density, and sequence of physical 
phenomena on the earth’s surface. It obeys conventional Euclidian 
geometry or, in some cases, the geometry of the surface of a sphere. 
It is the space of traditional geographic inquiry, though geographers are 
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beginning to advance beyond the earlier physical models. In a rather 
simplified form, it is the space we mean when we say that Iceland has 
38,900 square miles, or that Karachi lies approximately 700 miles 
southwest of New Delhi. But this concept of space is rudimentary and 
allows one to make only a small number of inferences. As a scientific 
concept, it is not very productive, and as a concept in planning it is 
practically worthless. A more useful reading is obtained if the physical 
distance between New Delhi and Karachi is modified according to the 
mode of travel used, the degree of social and political compatibility 
between India and Pakistan, Hindus and Moslems, and the cost of 
shipping commodities across an international frontier. The space so 
defined and measured is more varied and complex than purely physical 
space. It also constitutes the basis for any further work in spatial 
analysis. 

It is difficult to grasp the concept that the form and properties of 
space vary with the functional meaning of the interrelation being con¬ 
sidered. Sometimes it is disturbing to leave the comfortable common 
sense of every day, where two cities are always a fixed number of 
miles apart. But there is no mystery here. Imagine a map of a country 
showing the location of its principal cities. One may lay a scale between 
any two cities and read the distance from one to the other. Imagine now 
a map in which the straight-line distance between two cities represents 
the time it takes a train to travel from one to the other. It will be a 
very different map, in that some trains are fast, others slow, some travel 
over direct routes, others zigzag. Some cities connected by fast, direct 
trains, will appear close to each other. Others, perhaps only a few 
miles apart, may require indirect routes on slow trains and be far 
apart on the map. In fact, the very shape of the nation will be changed. 

Intuitively, the concept presents no difficulty. In fact, it is very un¬ 
likely that such a map could be drawn. A map drawn on a sheet of 
paper must obey the dictates of Euclidean geometry, and the propor¬ 
tions among any three cities would have to conform to the laws of 
trigonometry. Such consistency is most improbable, and we would be 
forced to adopt a new type of “map”: a variety of railroad timetable, 
with all the cities listed on the top and on the side, and each box 
showing the time it took to reach one city from another. In this fashion 
there would not be any difficulty in handling even a case (not infre¬ 
quent) in which it takes longer to reach city A from city B than to 
make the reverse trip. 

This timetable, or matrix of railroad time-distances, would be a 
strange sort of map, but it would function as one. It would be a map 
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at a higher level of abstraction. Should we want to map more complex 
relationships, such as balance of payments among cities, the probability 
of migration, or the contribution of diverse possible locations of a 
project to national economic development, our maps might take the 
form of sets of mathematical equations, or even a discursive article. In 
any case we shall use the symbolic instrumentality that best represents 
the interrelations which interest us. 

In this sense space is shaped by the functional interrelations being 
considered, and there will be as many varieties of space as fundamental 
relations. It is possible to think of a superspace in which there would 
be in addition to time and the three dimensions of geometric space, as 
many additional dimensions as there are modes of interrelation. Any 
one specialized space, such as that of the railroad time-distances, would 
be a particular aspect of that superspace, abstracted from the whole, 
much as in considering how a child grows tall we may abstract the 
dimensions of height and time. 

Needless to say, the formulation of such a superspace is only a dis¬ 
tant dream. It would require the discovery and definition of the funda¬ 
mental variables and their organization into a taxonomy which classi¬ 
fied them into discrete, nonoverlapping elements. Yet the very concept 
of such a superspace makes clear that any partial space is a selective 
simplification, implying a purpose in including some things and ex¬ 
cluding others. When that purpose is a cognitive one, the space will 
include those elements necessary to explain or describe the phenomena 
that interest us. When the purpose is normative, the space must be 
formulated with a view to the effectiveness of action upon it. Thus 
the very definition of region will vary with our purpose. A region de¬ 
fined for water control will be very different from one for the integra¬ 
tion of the iron and steel industry or from one for the measurement of 
the multiplier effects of an investment. For some purposes our region 
may be an area, while for others, such as urban renewal, it may consist 
of points which are not joined. In short, the nature of the space in any 
case will depend both on the type of interrelations being considered and 
on the purpose in mind. 

Implicit in the discussion has been the issue of levels of abstraction. 
That is to say, the concept of socioeconomic space is at a higher level 
of generality than the concept of geographic space. This is necessary 
not only for more sophisticated understanding, but also for the process 
of policy planning. Policy is no mere collection of decisions, but a 
series of generalized, related statements meant to guide the flow of 
current decisions. It involves prediction, and therefore the type of 
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generalization that says that one thing is like another in some respects 
and that certain parallels in their behavior may be expected. This is the 
essential ingredient of rationality and the only basis for faith in the 
possibility of planning. Therefore our conceptualization must be ex¬ 
pressed at the level of abstraction necessary to capture the relevant 
similarities of distinctions. 

The search for the proper level of abstraction underlies much of 
the work being done in this field, as the reader will find reflected in the 
selections. Sometimes too abstract a position is taken, and our very im¬ 
perfect understanding makes it easy to lose one’s way. Sometimes too 
low a level is used, so that no synthesizing is possible and the only 
result is the cumulation of case materials. The issue is to find that 
level which will be most fruitful, granting the intellectual leverage of 
abstraction while firmly holding in focus the specific questions that 
must be answered, such as where to put a new factory, how many 
migrants must be housed in a particular locality, or whether barley or 
rice should be planted in a certain region. 

Finally, a comment may be appropriate in explanation of the claim 
advanced that the problem of regional development can be reduced 
to one in spatial organization. Regional development concerns the 
incidence of economic growth. It is ultimately the result of the location 
of economic activities in response to differential regional attractions. 
Shifts in the location pattern have direct repercussions on income, em¬ 
ployment, and welfare. Since spatial organization is a function of 
activity and interaction patterns, regional development is simply an 
expression of these patterns. And regional planning consequently en¬ 
deavors to improve the organization of economic space in accordance 
with indicated criteria or goals. 


i. Economic Space: Theory 
and Applications 1 * 

Francois Perroux 


I have no intention of playing the easy and hardly glorious role 
of a European who comes to criticize Europe in America. But hav¬ 
ing spoken and written in this vein a number of times in Europe, I 
probably retain the right to say here and now that the hard trials 
we have undergone have caused an increase, amongst our 61ite and 
our masses, of a certain number of pathological complexes which make 
a reasonable international policy very difficult. 

I will cite four of these complexes: (a) that of the “small nation,” 
(b) that of encirclement (. Einkreisung ), (c) that of people without 
space ( Volk ohne Raum ), and of vital space, and (d) that of “natural 
frontiers” and of historical frontiers. 

Each of these topics has clearly a real foundation. If the facts 
which gave them birth were interpreted in cold blood, there would 
not be any reason to use the big words “complexes” and “pathology.” 
But around a kernel of reality there develops a double process of 
interpretation and of dramatization . It is the result of more or 
less spontaneous reactions of the masses; it is also stimulated and 
maintained by political leaders. 

The great inequality of nations and of economic resources 
amongst nations is a fact. The interpretation and dramatization 
begin when, without investigation or qualification, the opinion is 
formed that the small country is condemned to impotence, dependence 
and exploitation. 

It is also a fact that any nation or group of nations does not 
cover the surface of the entire world. From the point of view of 
cartography, there is no nation that is not in some degree encircled. 
From these acknowledged facts, the interpretation and dramatization 
give rise to a “besieged castle” mentality. 

1. This article was delivered as a lecture at Harvard University on Novem¬ 
ber 2, 1949. For the translation into English, I am indebted to Y. Mainguy, 
Director of the London branch of the I. S. E. A. (Institute of Applied Economic 
Science), G. Hottier, assistant to the Director, and Mrs. Copp, technical secre¬ 
tary; and I wish to express to them my sincere thanks. 

* Reprinted from the Quarterly Journal of Economics , Vol. 64 (Feb. 
1950). 
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Population pressures are unequal amongst nations. But it is by 
no means necessary to attribute to them proletarianization, the vital 
necessity of war, or the doctrine of “need as the source of right.” 

Geography proposes themes to history, and history is one of the 
raw materials for the statesman. The earth cannot be remodelled 
entirely and without delay, the past cannot be effaced. But there is 
nothing in all that to lay the foundations of venomous and intermin¬ 
able quarrels about historical frontiers and natural frontiers. 

I observe that this pathological deformation of some indisputable 
data is only possible through the aid of a common and inexact notion 
°f banal sense of space location creates the illusion of the 

coincidence of political space with economic and human space. More 
precisely, we go on depicting to ourselves the relations between dif¬ 
ferent nations as consisting exclusively in men and things in one 
space,, conceiving them as material objects contained in a container. 
^Thus it comes about that the pathological doctrines which have just 
been mentioned present themselves as supported by the admitted 
facts of a sound common sense.” The men and objects contained 
in a containing national space appear in effect to be threatened if the 
nation is small, if it is surrounded, if it is not economically well pro¬ 
vided for, if it has not the outline to which it believes it has a claim 
by virtue of geographical configurations or historical tradition. This 

a£d “contained” is contradicted 
on all sides by modem life, especially in its economic aspects. The 
concept remains tyrannical however, and a sort of disciplined intellec¬ 
tual effort is indispensable when we wish to remove it from intellectual 
analysis and from concrete policy. If international policy fails, one 
may certainly accuse interests and passions, but one should princi¬ 
pally accuse everyday concepts. We shall risk losing the construction 
of a new world and of a new economy if we persist in thinking of them 
m terms borrowed from the old world and the old economy. 

In this connection, I will try to demonstrate three propositions. 

1. The extension to economic science of the notion of abstract 
space defined by modem mathematics and physics has not yet been 
made, even in its most rudimentary form. 

2. Even in its most rudimentary and most provisional forms 
s extension is a remedy for the pathological complexes, which I 

have denounced. It results in freedom from the obsession with 
contained _ and “containing.” It allows a description of real eco¬ 
nomic relations which this obsession conceals or at least obscures 
it opens the way to an understanding of the world economy other 
nan by addition or combination of national areas. 
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3. This extension is necessary for the radical transformation of 
some of our fundamental economic theories. Since it is necessary 
eventually to make a choice, this last point will be illustrated by 
some examples concerning, on the one hand, a specific kind of eco¬ 
nomic activity, that is, monetary space, and on the other hand 
complex sets of economic activities — the economic space of a nation 
and the economic space of a group of nations, for example, the 
so-called “European” economic space. 

I. The Idea of Abstract Space and Economic Analysis 

Mathematics has long used and still uses space defined by two 
or three dimensions, in which points, lines and volumes can be located 
by their coordinates. Rigid shapes, in Euclidean geometry, are 
situated in this “containing” space; they are contained within it. 

Modem mathematics, following recognized work to which the 
French have contributed, had become accustomed to consider the 
abstract relations which define mathematical beings, and so to give 
the name “spaces” to these structures of abstract relations. There 
exist therefore as many spaces as there are structures of abstract rela¬ 
tions which define an object. These abstract spaces , some of which 
are known to be extremely complicated, are sets of relations which 
respond to questions without involving directly the location of a 
point or a shape by two or three coordinates. 

By pure and simple transposition of this distinction between 
Euclidean and abstract space, we may distinguish in our discipline 
as many economic spaces as there are constituent structures of abstract 
relations which define each object of economic science. Since, mathe¬ 
matically, an abstract space is entirely expressed only by a constituent 
structure or by a mathematical system of relations, and since we do 
not possess either the inventory or the symbolization of relations 
which characterize either all the objects of economic science or even 
the more important of them, we have the impression of being blocked 
at the start and of being unable to get from our distinction anything 
other than regret and nostalgia. This, I think, is a false impression. 
Abstract spaces have been accurately defined in mathematics and 
physics by way of particular and specialized investigations, and such 
investigations will be necessary to define abstract space in economics. 
At least we can organize the necessary researches and experiments, 
and to do this, the distinction in question is of great help. Formulated 
with the sole resources of logic and ordinary language, it already 
greatly aids us to interpret the innumerable acts of delocalization 
of economic activity in the contemporary world. 
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This delocalization appears in relatively simple form in relation 
to the classical dispute on national income. Leaving aside all the 
difficulties of the definition of income, shall we calculate the income 
in the nation, or the income of the nation? The income in the nation 
is the sum of net services obtained within the national territory by 
nationals and residents (not nationals). The national territory is, 
in this case, considered as a container; men and objects are contained 
therein. The observer determines for a period the flow of net services 
which issues from the whole. This brings us back to defining the 
space from which the national income is obtained and to confusing it 
with the territorial area surrounded by political frontiers. 

The income of the nation is another thing; it includes in principle 
the net services obtained by the nationals whether or not resident in 
the nation. (The social accounting does not keep rigorously to the 
exigencies of logic and does not refuse to submit to considerations of 
pure convenience.) There is no longer any need to determine the 
contents of a container; one acts as if an entity had drawn up a plan 
of employment for the goods and services which periodically deliver 
a net global revenue. From banal space we have passed into an 
economic space characterized by a hypothetical plan of employment 
for the national entity. 

This example, chosen because it is known, has the object only 
of establishing a rigorous distinction between geonomic space and 
economic spaces. While the latter are, by definition, the proper fields 
of our discipline, they are also those which have been the least directly 
and deeply studied. Space has probably given rise to technical litera¬ 
ture less precise and less extensive than time; however, our science 
possesses numbers of mathematically developed studies on the local¬ 
ization of an economic unit or activity considered with respect to 
cost and price, in so far as they are dependent on space. But it does 
not possess, to my knowledge, a central study on the illusions of 
localization , which shows clearly that localization in banal space 
from the point of view of cost and of price is only one aspect of the 
difficulties of our analyses and policies. Another aspect, not less 
important, arises from the fact that economic units or activities 
cannot be localized; a concrete economic policy must never forget that. 

G'eQnomic sp&ce — a term which we will use as synonymous with 
‘banal” space, is defined by the geonomic relations between points, 
lines and volumes. Men and groups of men, objects and groups of 
objects, economically characterized in other respects, find a place 
here; they can be treated by geonomic localizations which give rise 
to resulting economic consequences. 
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But the spaces which directly concern us are economic spaces . 
They are defined by the economic relations which exist between 
economic elements. These economic spaces conveniently reduce to 
three: (1) economic space as defined by a plan; (2) economic space 
as afield of forces; and (3) economic space as a homogeneous aggregate 
(see table on page 93). 2 

The meaning and the fruitfulness of these categories can be 
judged by reference to the firm, taken as an elementary unit of 
production and considered, according to the accustomed definition, 
as a set of material means and manpower subject to the same 
economic authority. 

The banal space of the firm is that in which the material means 
and manpower of the firm are situated when it is functioning: the 
buildings, machines, raw materials, and workmen. It is not easy to 
locate, except under several conditions: the enterprise and the estab¬ 
lishment must be one and the same thing, it must be built on one 
spot only, and one must have a material and possibly over-simple 
view of the economic resources which are utilized. This space is 
technical rather than economic. The number of square metres neces¬ 
sary for the installation and functioning of a firm is doubtless a 
function of the organization, but the economy of space cannot be 
carried on indefinitely; so that the determining factors are finally 
technical data such as the nature of the material to store, to stock, 
to transform; the machines and engines to use; the space required 
for the necessities of the work and for its preparation. Under these 
determinate conditions, an optimum technical spatial arrangement 
exists for a given unit of industrial work. 

As soon as we eliminate the simplifications which make our job 
easy, it is no longer possible to situate the firm in banal space. It is 
often composed of establishments geographically dispersed, amongst 
which are formed bonds of organization of varying strength. The 
same establishment is possibly composed of parts which are not con¬ 
tiguous. The means of production comprise machines and materials, 
and also electric current and money in the bank. These difficulties 
of everyday localization do not interest us; the essential point is to 
recognize that economic analyses centred around this localization or 

2. My colleague, W. Isard of Harvard University, during the discussion of 
this lecture, made me aware of the fact that some of the points expressed here 
have been mentioned by August Losch in his book, Die raumliche Ordnung der 
Wirtschaft (Jena: G. Fischer, 1944). I agree, with the reservations that Losch’s 
fundamental visual angle differs from my own, and that the generalization in 
terms of “abstract spaces” is alien to his important contribution. 
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connected with it, engender serious illusions which dissipate the 
notion of economic space which we have proposed. 

The firm has, in the first place, a space defined by a plan. This 
plan is the set of relations which exist between the firm and, on the 
one hand, the suppliers of input (raw materials, labor, power, capital) 
and, on the other hand, the buyers of the output (both intermediary 
and final). The economic distance measured in monetary terms, that 
is to say in terms of prices and costs, is determined by factors outside 
the plan; it depends on the structure and arrangement of the plan 
of the firm, as well as on the structure and arrangement of the plans 
of groups in relation to the firm. The economic space envisaged 
therefore escapes all cartography, and even any single table of char¬ 
acteristics; a rough expression would be given to it for a period, by 
some alternative tables of characteristics, within the framework of 
possible combinations. The head of the firm, to a certain extent, 
gives himself his own economic distances over a period. But, in the 
event of expansion, the plan in any one period does not contain only 
quantities for the next period. The development plan itself is situated 
within the framework of an economic horizon , meaning in this case 
the whole of the elements taken into consideration for drawing up 
a plan. In this new respect, economic distances can be molded by the 
initiative of the head of the firm. We must go still further. 

The network of property rights is as misleading as the space 
delimited by physical boundaries or geographic outlines. In these 
latter spaces, the head of the firm meets the plans of the state, of 
labor and of competitors. These interferences upset his calculations 
of economic distances worked out from everyday localization, and 
it is these that he must overcome, as well as the results of physical 
distance, in order to achieve his goal. The economic space of the 
firm is thus in the first place a structure of relations defining the plan 
of this very unit and the plan of other units; it is largely independent 
of banal space. 

In a second aspect, the firm has a space defined as a field of forces. 
As a field of forces, economic space consists of centres (or poles or 
foci) from which centrifugal forces emanate and to which centripetal 
forces are attracted. Each centre being a centre of attraction and 
repulsion, has its proper field, which is set in the fields of other centres. 
Any banal space whatever, in this respect, is a collection of centres 
and a place of passage for forces. 

The firm considered as a centre releases centrifugal and centrip¬ 
etal forces. It attracts men and objects (personal and material 
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aggregations around the firm) into its banal space, or it removes them 
(diverting tourist activities, land reserved for further expansion, etc.). 
It attracts economic elements, supplies and demands, into the space 
of its plan, or it removes them. 

Through this process, the economic zone of influence, whether 
or not it is linked to the topographical one, is determined. The topo- 
graphical zone of influence of Michelin in France is inscribed in a 
region, but its economic zone of influence, like that of all large firms, 
defies cartography. 

The firm, in a third aspect, has a space defined as a homogeneous 
aggregate. The relations of homogeneity which define economic space 
in this respect are relative to the units and to their structure, or 
relative to the relations between these units. 

The firm has, or has not, a structure more or less homogeneous 
with those of other firms which are its neighbors topographically or 
economically —it belongs to a space where, roughly speaking, one 
price reigns. To speak more exactly, each firm has its price. Even 
in a regime approximating to competition, each firm does not have 
exactly the same conditions of production, or .sale, or cost, as the 
next firm. But it happens that various firms are placed in approxi¬ 
mately the same conditions and set approximately the same price, 
for a clientele situated at the same physical distance. Alternatively, 
firms placed in very unequal conditions regarding cost, can offer the 
price for clients situated at very different physical distances. 
These firms are in the same economic space, whatever their coordi¬ 
nates in everyday space. 

I t.ViinV this analysis is sufficient to show to what extent, in spite 
of centuries of economic teaching, the present conceptions which 
inspire our decisions are rough and inadequate. It is not an exaggera¬ 
tion to say that we are still obsessed by everyday space and everyday 
localization. This obsession results in troublesome and even tragic 
consequences; it maintains and aggravates disputes of a territorial 
nature at a temp when evolution itself demands that nations and 
classes should devaluate their frontiers and, in so far as possible, 
harmonize those plans of employment of economic and human 
resources which delocalize not only the progress of our technique, 
but also the progress of our scientific conceptions of the world. The 
moment has arrived to provoke consciously a change of visual angle, 
to run systematically, knowing well what we do, counter to economic 
analysis which tries to determine the place and the causes of the place 
of an economic unit in everyday space. 

I sfifl.11 make a beginning towards this objective by examining 
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some concrete applications of the distinction between the three eco¬ 
nomic spaces: (1) space as defined by a plan, (2) space as a field of 
forces, (3) space as a homogeneous aggregate. 

II. Some Applications of the Distinction 
Between the Three Types of Economic Space 

The spheres of application are innumerable and the choice of 
some of them, for brief explanation, is of necessity arbitrary. I do 
not think, however, that I can be reproached for having neglected 
the most serious and present difficulties if, as a test for my basic dis¬ 
tinctions, I concentrate attention on two economic spaces: (1) monetary 
space, and (2) national space . 

(1) The notion of monetary space, which of course must be 
understood for its own sake, also deserves to be scrutinized and 
analyzed because the effort clarifies such obscure and indeterminate 
notions as national money, supranational money, and world money. 

Before 1913, when the gold standard was in force, the different 
national gold coins were not customarily used in the same regions of 
the world. The pound sterling moved about very generally. The 
American eagle and double eagle circulated in the Pacific regions or 
elsewhere with the trade of the United States. The Louis and the 
Napoleon, outside France, were encountered especially in the nations 
to which France gave loans. The places of actual use of gold coins 
were perfectly distinct from the places of possible use under the regime 
of the gold standard. Today the actual use of the check in Europe 
has spread but little into the countryside. The hoarding of notes 
and gold has different degrees and forms in the town and in the 
country, according to the period. The localization of monetary flow 
and monetary stocks in slow circulation or at rest, operate with refer¬ 
ence to banal space. Their delocalization, which is the essential 
thing, is understood, realized and measured in quite other spaces. 

In the first place let us look at a monetary space as defined by 
a plan. In this sense, the monetary space of a unit is formed by the 
relations which constitute the plan for employment of money by 
this unit. There are plans for employment of money by individuals, 
by monetary centres and by states. Money is internationalized or 
delocalized according to the extent to which the various plans of 
employment are compatible; and they are rendered so to a practicable 
extent by conscious organization and not by the mechanical moving 
of metal in banal space. The monetary space which is nationally or 
imperially self-sufficient is the work of a state which arbitrates in its 
proper interest, that is to say by reference to its proper plan, theplans 
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for employment of money by indiyiduals and groups on which it 
exercises its authority. The monetary space of a monetary union 
or of a monetary agreement is the work of states which in principle 
leave to contractual laws the task of easing the compatibility of their 
own plans for employment of money with those of their subjects; 
in fact dominant plans exercise their partially irreversible influence 
over dominated plans. The monetary space of the gold standard 
itself, in its heyday, resulted from the action of dominating monetary 
powers and from their rules of the game. 

A single plan of organization for the employment of money was 
supposed to reign over the whole of the planet. The moneys exchanged 
with one another on the basis of their metal content. This all took 
place as if a world central bank with national branches compelled the 
parties to accept convertibility and multilateralism. In fact, as is 
well known, it was very much otherwise, and the practical functioning 
of the gold standard was conditioned by the action of monetary powers 
unequally dominating and dominated — so much so that the mone¬ 
tary space of the gold standard was always in some degree that of one 
or of several dominant economies. The delocalization of money is 
all^elative for this main reason, that in an economy based on the 
competition of individuals and of groups, the plans of monetary 
employment cannot be made entirely compatible, either by the appli¬ 
cation of the rules of the game or by the pressure of a de facto immov¬ 
able sovereignty. It would be useless to repeat this, if one did not 
still find economists who have confidence, or pretend to have confi¬ 
dence, in the application of out-of-date rules of the game or in the 
effect of a de facto authority for the long-term internationalization 
of money. 

Monetary space as a field of forces is not easily understood if 
one is in the path of the forces; it is seen more easily in terms of a 
“network” (in the mathematical sense) of payments, or by means of 
the description of monetary flows. A centre (or pole) has then to be 
chosen, from which one draws the “network” of payments towards 
or from other centres; or from which emanate, and to which come, 
monetary flows. The most significant of these “centres” are complex 
aggregates of monetary and financial organisms — the “places.” The 
monetary flows attracted towards or issuing from one of these financial 
“places” of the nineteenth or twentieth centuries, the variations of 
their direction, their composition and their volume, actualize a mone¬ 
tary space which is not totally independent of the one described as 
defined by a plan, but which cannot be approximated or reduced to it. 
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The history of the sterling area — at one time unofficial, at another 
time armed with official and authoritative institutions — illustrates 
well the interference of monetary plans of organization with the 
proper powers of attraction of a financial place. Money can be 
delocalized for a large number of transactions, either because one 
place exercises in regard to the world a role centralizing the supply 
and demand of currency and the collection and redistribution of the 
means of settlement, or because several financial centres play this 
role, each in a sphere and with the means to form a relatively har¬ 
monious aggregate. In an economy which is based on the competition 
of individuals and groups (nations) it is vain to hope, in this respect 
also, that there should be a perfect delocalization of money. None 
the less, our method reveals the ambiguity of the idea of international 
monetary space and international money. International currency is, 
in one case, a dominant national currency, and in another, a currency 
dealt with by a number of places of comparable power and harmoniz¬ 
ing policies. The discussion on the key currencies and the “modest” 
success of Bretton Woods in the control of devaluation has very likely 
some relation to this sort of interpretation. 

Finally monetary space conceived as a homogeneous aggregate 
suggests an almost perfect international currency market and an 
approximate unity in exchange rates. Theoretically this would be 
the monetary space of a gold standard functioning without resistance 
or friction. Actually, we see areas where currencies exchange for 
each other under market conditions which are not too imperfect, and 
where the price of one currency in relation to another is relatively 
uniform. History has recorded in this respect only international 
monetary spaces insufficiently homogenized. 

The distinction between the various economic spaces dissipates 
the illusion of an effective and complete internationalization of money, 
but indicates how a practicable internationalization can be obtained: 
by making compatible the plans of monetary employment and har¬ 
monizing the influences of dominant monetary centres. It also allows 
one to judge rightly autarchical spaces which do not venture to give 
their real names, but which hide under the label, as ambiguous as it is 
out-of-date, of “European Federation.” 

(2) The outlook is broadened when national space is submitted 
to analysis, that is to say when one attacks, by the means which it 
offers us, the ambiguous concept of nation, with its doctrinal and 
practical errors, in the world economy. 

By its actual growth, and by the states of mind which it has 
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encouraged or even created, the nation has given rise to, and kept in 
being, the illusion that the various human and economic spaces are 
superimposdble. 

The French example is typical. For many of our countrymen, 
France is a political space which coincides more or less with a cultural 
space and with an economic space. French men and French objects 
are contained in a container, of which the contours are the frontiers. 
Some nationalists become excited at the idea of this picture. They go 
into ecstasies over the hexagon, lauding its proportions, its unity, 
rejoicing in the “equilibrium” of the continental and sea borders, the 
beauty of mountainous swellings and navigational arteries. Within 
the hexagon a political system reigns; its limits are those of “liberty.” 
A “balanced” economy is supposed to exist there, with suitable pro¬ 
portions between agricultural and industrial sectors, heavy industries 
and industries for consumption goods, etc. The frontier becomes 
the limit of a sort of masterpiece, too perfect to be anything other 
than static. The celebrants of this cult of the bounded field, full of 
piety for the object which they are embracing, are unaware of the 
impiety they show to the objects they forget. Thousands of French¬ 
men live and have died outside of France: the “ashes of the dead” 
which “have created the country” are not concentrated in a basement. 
The space where French ideas, traditions and feelings are present, 
overflows in all directions the metropolitan space. The French 
economy, to the extent that it maintains its health and vitality, is 
outside France, as well as in France. Banal localization obscures the 
unforgettable pronouncement of Renan that a nation is a spiritual 
principle.” 

But, let us close the parenthesis. Let us return quickly to the 
purely economic analysis. In all its forms, even the most modern, 
analysis has interpreted the nation as a fact of localization in banal 
space. It has been powerless to put in evidence the phenomena of 
delocalization, which do not appear except by examination of the 
economic spaces which we have distinguished. It has, by doing so, 
aggravated the tyrannies of localistic interpretation to which we are 
so spontaneously inclined, instead of freeing our minds and enabling 
us to see the error of the views according to which a national economy 
is contained in a place. Only liberalism, in the vigor of its develop¬ 
ment, understood the fruitfulness of the delocalization of economic 
activities. But it has not taken the whole advantage of its intuition, 
and has left to the free play of prices the task of harmonizing the 
plans of both individuals and groups, whereas conscious decisions 
are necessary to harmonize the plans of groups, especially national 
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groups. Of course, the economy appears as a matter of localization if 
one choses to interpret it by reference to banal space. It is then easy 
to say what is “within.” and “without,” “domestic” and “external.” 
This way of looking at it will be made into a more or less elegant 
concept, and, no doubt, one would surprise many of the most up-to- 
date theoreticians of international trade by telling them that they 
have not been able to break completely with the naivetes of organi- 
cism. Nevertheless it seems to be so. For, to organicism of all 
forms, the nation is essentially a “big individual,” a collective entity 
which takes up a certain space. Thus there is installed in economic 
thought an unconfessed autarchy, close to the very concept of the 
nation. Even though one should go on to observe that any of the 
functions of this organism (defence, production, consumption) are 
not formed with reference to men and objects assembled and organ¬ 
ized in a territory, the vice of the original thought would not thereby 
be eliminated. The collective indifference curves (isosatisfactions and 
isocosts) drawn for a whole nation, about which a literature is accumu¬ 
lating, refer to a “big individual” who has an aggregate of tastes, 
disposes of a stock of goods, indulges in productive plans and some¬ 
times possesses bargaining power against other “big individuals.” 

In addition, recent analyses treat the nation as a local complex 
of factors of production, of which the contents are determined by the 
relative supplies of these factors contributed by the various nations. 
National space in all these cases is treated as “contents” which have a 
“container.” The customary analysis binds its conclusions to a banal 
space, bounded by political frontiers, thus accepting fundamentally the 
very limits which ought to be devaluated . 

The analysis which I am suggesting develops in the opposite 
way. The economic spaces with which it is concerned give the nation 
an image which cannot be given by any cartography because the 
relations which compose them are largely independent of banal 
localization. 

The space of the national economy is not the national territory 
but the domain covered by the economic plans of the government 
and of individuals. (Note that we do not speak of the economic plan 
of the nation, which would bring us back inopportunely to a “big 
individual.”) These economic plans, even under a liberal regime, are 
variously dominant and dominated and usually incompatible one 
with another. The internationalization of these spaces does not 
consist, then, in a redistribution of resources amongst national spaces, 
nor in an addition or combination of national spaces. It consists in 
making the plans of governments and of individuals compatible so 
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far as possible. This effort raises all the real difficulties; it indicates 
also all the real results. The difficulties exist, whatever the outlines 
of frontiers; theoretically , the results can be attained between countries 
which accept the essentials of the market economy, without alteration 
of frontiers. 

Economic space being in other respects afield of forces, the nation 
is presented either as a place of passage for these forces, or as a set 
of centres or poles from which emanate, or to which go, certain of 
these forces. According to the domain of the concrete economy, the 
nature of the activities considered, and the period, national spaces 
take an essentially variable meaning, which can never be made precise 
by their outline or by their container. 

Finally economic space as a homogeneous aggregate allows the 
measurement of the effect of the expression “national market,” or 
“national level of prices.” The nation creates by its growth and by 
its policy relatively effective conditions of the market and of the 
formation of prices. But, except in the case of integral planning, 
national space is an inextricably woven network of national and 
international markets by categories of products and services, of 
prices fixed by data given by national space, and of prices determined 
by elements external to the national space and to spaces of the 
economic plans of the Government and of its nationals. 

If one applies the analysis here outlined to a group of nations 
(why not Europe?) one is radically cured of the seduction of European 
economic space, of the great nation of Europe, and of the great Euro¬ 
pean market and even of the “liberal bloc.” One distinctly perceives 
the difference between an economic cooperation which devaluates 
frontiers and one which pretends only to move them back; between a 
helpful empiricism which frees trade in and around the nations of 
Europe and a so-called federalist doctrine which only lowers the 
obstacles to trade inside by transferring them to the circumference . 3 

The European economy like all other economies is not localizable 
and the policies which forget this truth are harmful. 

The extension of abstract spaces to economic science will prob¬ 
ably react upon its further development; it will also make its previous 
development clearer. It will act on the future, it will give new color 
to the past, it will develop effects downstream as well as upstream. 

3. In order to make tlie ideas on this point precise, the table (page 103) shows 
the contrast between two very different groups of associated decisions, which, 
unfortunately, are evoked by one and the same expression, that of European 
Federalism (or European Union). 
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Amongst the upstream effects might be indicated the relatively 
new understanding, and the generalization, of some of the classical 
propositions of liberalism. How I wish that a short history of liberal¬ 
ism would be written from the angle of the dissociation of economic 
and human space, or if you prefer, the delocalization of units and 
economic relations! Perhaps one would draw from it the conclusion 
that the most remarkable and essential contribution of liberalism is 
found neither in the emancipation of the individual nor in cosmo¬ 
politanism, as is often said, but in a truly decisive intuition concerning 
abstract spaces in an epoch when their mathematical theory had not 
been initiated . 

The distinction between (1) spaces of political sovereignty, (2) 
spaces of judicial ownership, and (3) spaces of power of economic 
utilization, is the intellectual weapon by which liberalism has attacked 
the trickery and duplicity of economic policy founded on banal local¬ 
ization. It has understood that the “normal nation,” or more widely 
the “normal economic unit,” is not that which is “self-sufficient,” 
but better that which, if it happened to disappear, would make the 


A. As an enlarged nation 


(1) Europe is bounded by customs barriers 
or by preferential tariffs. 

(2) Europe is composed of complementary 
parts, or of parts becoming complemen¬ 
tary. 

(3) Europe allows the free movement of 
men, goods and capital within its borders 
but regulates it to the rest of the world. 

(4) Europe has one network of transport, 
one currency, one army, etc. 

(5) The economy of the great European 
nation carries out communal services, 
enlarged markets, concerted measures 
for the improvement of productivity in 
the same way as does a great enterprise. 


“European Union” 

B. As a'devaluating of frontiers 

In the economic field 


(1) The nations of Europe reduce protection 
amongst themselves and also to extra- 
European nations. 

(2) The complementarities, valued on a world 
scale, can be revised, and are plastic; they 
are not fixed in any institutional structure. 

(3) The nations of Europe progressively give up 
the regulation of these movements amongst 
themselves and to the rest of the world. 

(4) The nations of Europe use a world money, 
intercontinental networks; they participate 
in a world army. 

(5) The economies of large scale are realized 
through groups of activities and not by 
groups of nations. 


(1) Europe becomes a third “Big Power.” 

(2) Europe hopes or pretends to think that 
it is m a situation to “arbitrate” the 

S osaible conflicts between the other 
reat Powers. 


In the political fidd 


(1) The European nations propose to make 
bargaining power useless in the international 
order or at least to restrict its importance. 

(2) European nations take the political deci¬ 
sions necessary to ensure the maintenance 
of peace and the defence, in peace or war, 
of the values of civilization. 


(1) Europe has a table of European values; 
it strengthens the feeling of “European’ 
values; it is a “European nation.” 


(2) Europe thinks or pretends to think that 
nationalism with an enlarged base loses 
its virulence. 


In the spiritual fidd 


(1) The European nations have a table of 

human” values, they affirm that the cul¬ 
tural problems of the twentieth century can¬ 
not be posed or treated on a European scale; 
they refuse to add to the nationalism which 
rends the world, one more nationalism. 

(2) The European nations know that large 
nations are not less dangerous to the peace 
of the world than small ones. 
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others “inadequate.” It has, facing the difficulties of its time, traced 
the route by which we can pose and resolve the problem of our time, 
that is to say, transcending the nation and the national economy. It 
has done this by means of a theory, more or less implicit, of economic 
spaces and human spaces which must now be revised and developed 
with the intellectual tools of the science of the twentieth century. 



2. Choosing Regions 
for Development^ 

Lloyd Rodwin 

T like sometimes to define an expert as someone who knows 
what he doesn’t know. This definition has its advantages. 
Aside from its teasing ambiguities, it is a reassuring foil for any¬ 
one who presumes to discuss a problem which appears insolu- 
able; and that, for better or worse, is what I propose to do. 

The problem involves the criteria or the rules for selecting 
regions for development in underdeveloped countries given 
specified goals such as a minimum rate of increase of per capita 
income, to take the simplest case. Certain modem research 
strategies may be suggestive in examining the problem; but at 
present, it can’t be theoretically “solved”, at least not through 
mathematical or quantitative analysis. We can best explain the 
reasons by turning to the existing literature on the subject. The 
most relevant ideas may be divided into two broad categories: 
1) the contributions of the theorists, particularly those asso¬ 
ciated with the doctrines of comparative advantage, economic 
growth, decision mles and programming, and space and loca¬ 
tion theory; 2) the empirical contributions, such as the studies 
of urban hierarchy and rank size relationships plus a number of 
miscellaneous investigations of urban history, migration pat¬ 
terns and urbanization effects. 

Before we proceed, however, let me explain how I first be¬ 
came interested in this problem. 

National Policy and Regional Development 

About a decade ago (prompted largely by John Gaus) I was in 
Great Britain looking into the New Towns policy. My interest 
then in investment criteria and regional development was only 
incidental to the subject I was studying. The British embarked 
on this novel experiment partly to encourage a more rational 
organization of new development at the periphery of the Lon¬ 
don region, partly as a device for slowing down the rate of 

* This paper is a revised version of a lecture delivered in the Spring of 1961 
at the Case Institute of Technology under the sponsorship of the Program in 
Planning and Policy Sciences, 

f Reprinted from Carl J. Friedrich and Seymour R. Harris, eds., Public 
Policy , Vol. 12 (1963). 
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growth m the London region relative to the rate of development 

tvO° 5 i re§ ?? ns of , Great Br «ain; and partly as a model of how 
a ive y self-contained communities could be comprehensively 
planned m terms of their economic, social and physical develop¬ 
ment. In the past, it was taken for granted that, save for an 
ccasiona exception, the national pattern of urban develop- 
ment wouid be set by the decisions of families and firms, guided 
largely by market pnce and private interest. The New Towns 
policy was a radical departure, in theory at least, because, for 
ne tirst time m contemporary western history, the pattern of 
. a ? 1 an r 5gi° nal development was explicity considered a 
table, subject to control or manipulation from the vantage 
national policy. While I admired many of the British plan¬ 
ners accomplishments, certain aspects of their program ap- 
peare to me then to be hampered by some fairly serious in¬ 
consistencies or badly thought out details of execution. One of 

P* erns was the number and location of the New Towns. 
Why fifteen, instead of one, two or four? Why eight in the 
London region, three in Scotland, one in Wales, two in the 
Northeast, and one in the Midlands and none for Liverpool 
Birmingham or Manchester? There were a number of practical 
and intuitive reasons behind the decisions, but it would be easy 
to question them if intra-metropolitan and inter-regional de- 

pro Jam? 10 " ** Wgh P rioritp & oals of the 

- } knew th at it was not easy to say what factors should be taken 

T t ™ ln decidin g how many towns should be built, and 

r^ r u There r as ’ as 3 matter ° f fact ’ a S° od deal of conflict in 
treat Britain between the economic and physical planners on 

hese issues. The economic planners weren’t sure the New 
Towns made any sense at all; and in any case they were trying 
to encourage both export activities (which would not neces 
sanly be located m the New Towns), and the so-called “Devel¬ 
opment Areas” where serious problems of structural unem¬ 
ployment were encountered. On the other hand, the physical 
planners were relatively less interested in inter-regional than 
intra-metropolitan development problems, and gave, in effect, 

Cities flSmrT T0WnS POliCy (Cambrid « e - I956 ).‘ and P. Self, 
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highest priority to the London region where the problems were 
most serious. In the end, the New Towns tended to have no 
significant effect on the inter-regional pattern; and even on the 
intra-regional pattern, the towns made only a very modest con¬ 
tribution because of the picayune proportion that New Towns 
represented of the total development undertaken in the region. 

Of course, one could maintain that the New Towns only 
constituted a better technical solution for the building that was 
going to occur in these regions under any circumstances. That 
view may be correct; but it implies a decided toning down of 
objectives. What is more, the argument doesn’t face squarely the 
basic, underlying issue and it makes assumptions which the 
policy makers themselves appeared inclined to question. That 
Issue is: what pattern of regional development most contributes 
to the welfare of Great Britain, as defined by the effects of these 
patterns on increased per capita income, minimum unemploy- 
ment, or by whatever other criteria considered appropriate. 
The British Socialists and Conservatives didn’t believe that the 
existing pattern growing out of the unfettered market mecha¬ 
nism solved these problems adequately. Both parties favored 
economic assistance for the so-called “depressed” or “Develop¬ 
ment Areas.” But, analytically speaking, there was no adequate 
explicit justification for the location of the New Towns from 
the national point of view; and there was no clear national pol¬ 
icy for regional development, though from the programs actu¬ 
ally undertaken it might be possible to derive an implicit one. 
b That was roughly as far as I pursued this aspect of the ques¬ 
tion while I was in Great Britain. In the next few years, I 
worked in a number of underdeveloped countries including 
Puerto Rico, Venezuela and Turkey; and I visited many others. 
Originally, I was vaguely aware, and then grew more intensely 
aware, of the fact that these countries faced problems very 
similar to, although much more exacerbated, than those of 
Great Britain. Most of these countries were close to or had 
reached the “take off stage” of economic development. Typi- 
cally, they have a few giant metropolitan areas experiencing 
formidable “growing pains.” These are the principal foci of 
economic activity. Typically, too, all of these countries have an 
extremely primitive hinterland of lagging regions and a far 
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less mature urban complex. One might contend, of course, that 
tnere are lagging regions even in most economically advanced 
countries: indeed, these regions even exercise enough of a drag 
on the economy to become serious political issues, as is evident 
trom the British experience, not to mention the current debate 
a out epressed areas and structural unemployment now being 
carried on in the United States. The difference in the under 
developed countries, however, is that their lagging regions are 
dominant elements, partly because of their magnitude and 
partly because some of these regions may have extraordinary 
growth potentials. It should not be surprising, therefore, to find 
that this deep seated disequilibrium in the national pattern of 
regions complicates and exacerbates the claims for the spatial 
allocation of the meager capital and skills available for develop¬ 
ment. In the giant cities there are the pressures to do something 
about the monstrous slums, traffic congestion and shortages of 

etr V Inr™? t ater \ p0wer> drainage and sewerage facilities, 

• in e hinterland, there are the pressures to create 

investment opportunities, to exploit the country’s resources 

7n a « d bal . ance ’ and P«haps equally important, 

to estabhsh new growing points” and reception areas for 

o£ ** big cities are not * b — 

tbe D 2£ e tbe u e - preSSUres ’. the crux o£ ** P r oblem was and on 
“ , S f 1S ’ m my judgment, being fundamentally neg- 

npri d ,^*K by the P hysical P lanners and the economists. In 
part, this is because the physical planners (architects, engineers 
city planners) have tended historically to operate at "he loS 
and regional level. With rare exceptions, they are not at aJ^ 

m^nt n V™ kn ? wIed S eable abou t national economic develop- 
mmt policies and programs. The economic planners, also, with 
infrequent exceptions, wear a different set of blinders. They 
tend to conduct their analyses and programs on an aggregative 
and sector basis. The emphasis is on national accounts^includ- 
mg national income, savings and investments plus related 
magnitudes, such as population trends, problems of exchange 
industrial production, labor force, productivity, etc. They 

s a irmrf a T e inVeStm , ent “? eds and Possibilities in particular 
sectors such as agriculture, industry, transportation, education. 
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Both approaches have their uses, of course; but they are too 
general to permit understanding, evaluation or encouragement 
of inter-sectoral or inter-regional relationships. 

These failings are all the more astonishing on purely practi¬ 
cal grounds. Considering that some 50- to 70 per cent of the 
public funds available for investment goes into overhead capi¬ 
tal, an extremely critical question is where to put that invest¬ 
ment. 2 To suggest that the decision ought to be ma de by the 
market makes even less sense in the underdeveloped countries 
because most of them don’t have a vigorous market economy, 
and because the public development decisions, albeit permis¬ 
sive, will have a strong influence on where the private sector of 
the economy is able to function. So once again, from the point 
of view of a national economic development program, it seems 
that the question of where growth should be encouraged, and 
on what scale, must be explicitly faced. 

Suppose we turn now to the existing professional literature 
for a better understanding of the analytical problems these is¬ 
sues involve and the leads they might furnish in form ulatin g a 
national policy for regional development, given the present 
state of our knowledge. 

The Contributions of the Theorists 

If development policy were to be guided by the principle 
of comparative advantage, regions, like countries, would im¬ 
port the things they could buy more cheaply and sell what they 
could produce at a lower cost up to the point where price 
equals cost. Under these circumstances, one might argue that 
there is no need for criteria or decision rules for regional devel¬ 
opment. Presumably, the optimum pattern would emerge from 
traditional market behavior. But this rule wouldn’t be of much 
help in deciding where to invest overhead capital unless one 
assumed that these public decisions were to be made after the 
private investment decisions occurred, which after all would be 
equivalent to following the dictates of the market. 

The relevance of comparative advantage has been questioned 

* For references and more detailed discussion of these problems, see L. Rodwin, 
“Metropolitan Policy for Developing Areas/' in L. Rodwin, ed.. The Future 
Metropolis (N. Y., George Braziller, 1961), pp. 171-189. 
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because of its equilibrium assumptions where market prices 
equal opportunity costs. Indeed they do under perfect competi¬ 
tion, but not in the actual market and certainly not in the un¬ 
derdeveloped countries, where we know that factors and com¬ 
modities, such as labor and foreign exchange, are incorrectly 
priced and produce serious problems of disequilibria. The doc¬ 
trine also takes no account of internal or external economies of 
scale, of changes in cost, efficiency, and demand as production 
increases and new activities burgeon. Moreover, many countries 
are reluctant to depend on the pattern of prices and fluctuations 
of international “primary” markets. Where possible, a more 
diversified economy is preferred, one amply enough served 
with basic overhead capital and services so that it can more 
readily assume other functions should changing trade condi¬ 
tions make this necessary. Unfortunately, as Chenery and oth¬ 
ers have noted, modification of the comparative advantage 
thesis to take account of these objections would rob the doc¬ 
trine of much of its practical value. In effect one would have to 
make “an explicit analysis of the growth process itself before it 
is possible to determine, even theortically, where comparative 
advantage lies; market prices and current opportunity costs 
are no longer sufficient.” 3 7 

Because of the difficulties inherent in the doctrine of com¬ 
parative advantage, the growth economists relax equilibrium 
assumptions, allow for internal and external economies of 
scale, and for changes in the quantity and quality of produc¬ 
tion over time. To obtain a pattern of production and trade 
which maximizes income over time, they favor the encourage¬ 
ment of economic activities oriented to “leading sectors” 
These leading sectors have varied and naturally will vary for 
different countries. Typical examples cited are the timber in¬ 
dustry in Sweden, oil in Venezuela, cotton textiles in Great 
Britain, and railroads in the United States, France, Germany, 
Canada, and Russia. Investment prospects, they argue, will 


"H. Chenery "Comparative Advantage and Development Policv” The Ameri 
can Economic Review, Vol. LI, No 1 March IQfil n 9n rt v u n 
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hinge on the effects of the expansion of the leading sectors on 
complementary or related sectors, and of the sequences in 
which the patterns of expansion occur over time. The policy 
recommendations of the growth economists diverge at this 
point and they may be roughly divided into two major groups:* 
those assuming an elastic supply of capital and labor, who stress 
“balanced growth,’’ or the simultaneous expansion of a num¬ 
ber of interrelated sectors; and those, assuming inelasticities of 
capital, managerial ability, technological innovations, etc., who 
argue in favor of concentrated and sequential growth patterns 
to achieve economies of scale and significant initial break¬ 
throughs which will induce further development. 

The insights of the growth economists have definite, although 
limited applications for the decision maker interested in en¬ 
couraging more satisfactory patterns of regional development. 
True, with the exception perhaps of Hirschman 5 and one or 
two others, most of these growth economists view these issues 
in terms of sectors rather than regions. But the same considera¬ 
tions apply: thus it would appear to be effective strategy to pro- 
mote development in a few “leading regions” and to push 
those programs which would stimulate leading sectors within 
the regions. By the same token, “balance” would im ply simul¬ 
taneous development of some related sectors within the region; 
and imbalance, or what I prefer to call concentrated decentrali¬ 
zation, would mean that some regional and sector development 
would be stopped, curtailed, or not encouraged until some later 
stage, because of scarcities of capital, managerial and adminis¬ 
trative talent, and markets. 

If we examine the more specific kinds of rules or criteria 
that are being used today in national planning to guide invest- 
ment decisions, we run into a serious impasse. The criteria are 
generally formulated for “projects.” The basic choices are 
whether to produce a given product or products and the best 
technique to employ to produce this output. There are a num- 


4 H. Chenery, op. cit., pp. 20-22. See also R. E. Caves, Trade and Economic 
Structure (Cambridge, 1960); R. Nurske, Problems of Capital Formation in Un- 
aerdeveloped Countries (Oxford, 1955); A. O. Hirschman, The Strategy of Eco - 
nomic Development (New Haven, 1958), and W. W. Rostow, The Stases of Eco - 
nomic Growth (Cambridge, I960). ° 3 

°A. O. Hirschman, op. cit., Ch. 10. 


44 


LLOYD RODWIN 


ber of measures to guide such decisions, and their merits vary 
depending on the use to which they are put. 6 Summarized in 
reverse order of versatility and of demands on skill and data, 
they are: the minimum capital output ratio, which stresses the 
production of items using less capital and the import of items 
requiring more capital; the capital labor ratio which favors ac¬ 
tivities with low capital labor ratios; the marginal productivity 
criteria which try to measure the contribution of specific proj¬ 
ects to national product and to rank projects on the basis of 
this contribution; the marginal growth criteria which ad¬ 
justs the marginal product criteria by taking into account fu¬ 
ture project effects, especially on savings and reinvestments* 
and, finally, most versatile of all and most difficult to apply’ 
are the programming techniques. 7 These attempt, on the basis 
of specified goals, to develop a consistent and optimum alloca¬ 
tion of resources among a number of feasible economic activi¬ 
ties, with due allowance for the expected demand for goods and 
services, resource limitations, and the probable repercussion 
effects of the new investments on the economy. 

The simpler ratios are often employed when data are not 
available, which is often the case; but they can hardly be used 
with much confidence since they rely on a number of erroneous 
assumptions, e.g., that capital is the only scarce resource and 
that there are no variations in efficiency by sector. From our 
point of view, another objection to the use of these ratios for 
selecting development regions is that they make the choice of 
regions grow out of the specific project investment analyses* 
and the decision maker may often have to select regions in ad¬ 
vance of such project analyses. 

On the other hand, the programming techniques, which add 
a powerful tool to the economists’ analytical techniques, have 


pact on import nrices 1 of invrataent Tn^cn se 9H c,lt,a ^ including the im- 

initial calculations of opportunity costs of Sl)or n rin> t< i >rS th . e revision ot 
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some serious limitations. Quite aside from the assumption of 
linear relationships (which eventually perhaps may not be in¬ 
dispensable), or the empirical difficulties in estimating econo¬ 
mies of scale, training effects, external economies, etc., the pro¬ 
gramming model cannot handle intangibles or non-quantitative 
relationships. An example, noted by Hirschman 8 and acknowl¬ 
edged by Chenery, is the preference for one type of growth 
sequence rather than another because it economizes on man¬ 
agerial ability or can spur political action. Unfortunately, all 
of these knotty problems crop up in attempting to estimate the 
effects of specific overhead capital investment projects; and the 
problems would appear to be all the more intractable since the 
estimates would be required for linked projects in different 
regions. 

However, one encouraging prospect held out by the pro¬ 
gramming criteria is that a particular regional pattern could 
be established as a constraint within which a solution could be 
sought, or so Chenery believes.® If so, there would appear to be 
some likelihood of specifying several regional development 
possibilities for a set of investment programs. That might pro¬ 
vide a basis some day, assuming we ever refine our data suffi¬ 
ciently, for estimating optimum resource allocations for vary¬ 
ing regional patterns; and, if successful, it would be no mean 
accomplishment. But it would not disclose which regional pat¬ 
tern was the optimum, as defined. 

Turning to the spatial theorists is a disappointing experience 
since the assistance furnished by them on this topic is relatively 
meager whereas one might have expected them to be the most 
helpful. To begin with, the traditional approach of location 
theory, with few exceptions, has been largely from the point of 
view of equilibrium theory with extensions to take account of 
transportation and trade variables. This aspect of location 
theory is, therefore, subject to all the strictures of the growth 
economists about equilibrium theory and comparative advan¬ 
tage, which I touched on earlier. How serious these limitations 
are is best illustrated by citing Isard on this subject. In his ma¬ 
jor work on location theory he specifically poses the questions, 

8 A. O. Hirschman, op. cit Chs. 2 and 4; and H. Chenery, op. cit p. 40. 

9 H. Chenery, op cit., p. 33. 
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which prompted this review, to wit: “What is the optimum 
spatial distribution and hierarchy of cities of different size?” 
And a litde later Isard asks: “Given a network of cities and cor¬ 
responding patterns of land use, along what channels should 
changes in the structure of this network and these patterns be 
fostered in order to attain a situation closer to optimum?” 10 
After a brief discussion he concludes “that agglomeration anal¬ 
ysis, particularly that of the substitutional variety, has little to 
say beyond the obvious; units are attracted to or repelled from 
cities according to a simple comparison of advantages and dis¬ 
advantages generated by these cities.” 11 

Perhaps inter-regional input-output models may hold some 
promise in the future. Stevens suggests that these models 

. . . are basically . . . identical in form to the non-spatial models 
of Leontief except that the interindustry matrix is expanded by the 
inclusion of interregional relationships; each input is specified as 
coming, not just from a particular industry, but from a particular 
industry in a specific region. As is usual in input-output, the coeffi¬ 
cients in the matrix are assumed constant. Thus, fixed proportions 
of each good are assumed drawn from each region no matter what 
the pattern of outputs. This, coupled with the usual condition that 

there be fixed factor proportions in the production of any good_ 

makes an interregional input-output system completely determinate. 
Once a bill of goods is specified there is no choice mechanism for 
optimizing shipment patterns or substituting factors to achieve a 
more efficient allocation of available resources. 12 


If these interregional matrices were easier to construct, more 
realistic and relatively reliable, they might be of considerable 
value not only in depicting the existing economic relationships 
within and between regions but also in tracing the national 
and interregional effects of specified investments in particular 
regions. However, the neglect of price effects, the difficulty of 
getting data for these models, the vastly increased computa¬ 
tional problems which regional breakdowns entail coupled with 
the egregious simplifications of industry categories and the un¬ 
realistic linearity assumptions makes one skeptical of the im- 


10 W. Isard, Location and Space Economy (N. Y., 1956), p. 183 
n Ibid. r * 

“ B * s f e v ei i s T > “Interregional Linear Programming," Journal of Regional Sci¬ 
ence, Vol. I, No. 1, Summer 1958. 6 
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mediate, not to mention the long term usefulness of this in¬ 
strument. 

Interregional linear programming involves problems even 
more serious than those previously discussed. These prescrip- 
tive models provide a mechanism for choosing optimum ship¬ 
ment patterns and a “means for determining efficient resource 
allocations among the various productions and shipments . . . 
based on linear homogenous production functions with con¬ 
stant coefficients.” 13 

Lefeber and Stevens have been among the first to apply pro¬ 
gramming methods to the analysis of interregional spatial 
equilibrium. Both have developed linear models where location 
and transportation costs are allowed to vary, and where trans¬ 
portation is included in the productive system as a consumer 
of factors.” 14 Lefeber believes the method is promising, but 
recognizes that “because of the complexity of spatial adjust¬ 
ment, investigations which involve a large number of locations, 
goods and factors result in a prohibitively large number of 
choice variables; hence an investigation of spatial allocation 
embracing many details cannot be undertaken without suitable 
simplifications.” 15 Stevens is even more optimistic. He expects 
his interregional model to be helpful in comparing existing 
regional patterns with some optimum, as defined; and he also 
thinks his model can enable the analyst to trace the differential 

” Ibid. 

. L - Lefeber, Allocation in Space , pToduction , Transport and Industrial Loca¬ 
tion (Amsterdam, 1958), p. 134; B. Stevens, op. cit., pp. 60-98; see also W. Isard 
Methods of Regional Science (N. Y., 1960), Ch. 10; and L. H. Moses, "General 
Equilibrium Model of Production, Interregional Trade and Location of Indus¬ 
try, ’ The Review of Economics and Statistics , Vol. 42, No. 4, Nov. 1960, pp. 
373-396. Roughly the same limitations noted for Lefeber’s and Stevens' papers 
apply to Moses* stimulating paper too. 

13 Lefeber suggests that "in a detailed analysis of larger areas, a fruitful ap¬ 
proach might be to work out a skeleton system based on the main flows of prime 
materials. Then, as a second step, one may work out the allocation patterns in 
the different regions, with suitable aggregation, taking the skeleton system as 
given. By considering several feasible Skeleton systems and their corresponding 
regional adjustments, one may approximate that overall pattern for spatial allo¬ 
cation that yields the highest level of welfare. 

^ m P* r * ca l investigation of spatial general equilibrium adjustment pre¬ 
sents difficulties which should not be underestimated. The insufficiency of basic 
data, the problem of aggregating flows, and the limitations of existing forecasting 
methods may prove to be the most difficult obstacles to overcome. Nevertheless 
V, is believed that the analytical approach developed in this work is a step in the 
right direction." P. 134. r 
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effects of locational decisions, for example, the building of ma¬ 
jor public works or the development of some new private in¬ 
stallation, such as a steel plant. 16 Perhaps so, but Stevens spells 
out no details. In any case, on the main point that concerns us, 
Stevens, like Chenery, assumes an existing spatial or regional 
pattern. Even if, somehow, new regional concentrations or addi¬ 
tions were hypothetically introduced in the model, they would 
only provide a more refined basis for optimizing resource allo¬ 
cations for various regions by taking transportation variables 
into account. But Stevens’ model, like Chenery’s, would not 
disclose which regional pattern was the optimum. More spe¬ 
cifically, it would not indicate how, or where, new regional 
concentrations or significant new overhead additions to existing 
concentrations should be developed; and so his work, too, is of 
limited value for our purposes, even if we overlook the prob¬ 
lems inherent in his model, such as data handling and the severe 
restrictive assumptions (linearity, the advance specification of 
prices, the neglect of household behavior, etc.). 

The Empirical Contributions 

Christaller, Losch, and others have shown how one could 
derive an order or hierarchy of cities based on the market areas 
or hinterland within a defined territory; and “corresponding to 
each order there is both a definite number of functions which 
each city of that order performs and a population size typical 
for each city of that order.” 17 A number of empirical studies 
have furnished some statistical evidence of such hierarchical 
patterns. These relationships may be coupled with another ap¬ 
parent empirical uniformity relating urban size and rank. Gen¬ 
erally referred to as the rank size rule, it suggests that the popu¬ 
lation of cities in an array of cities by size within a defined ter¬ 
ritory is inversely proportional to its rank, such that the second 
largest city is one half the largest, the third largest is one third, 
the fourth largest is one fourth, and so on. 18 

We know something about the common factors in this re- 

M B. Stevens, op. cit., pp. 89-90. 

1T W. Isard, Methods of Regional Science, op. cit. 

18 E. M. Hoover, “The Concept of a System of Cities: A Comment on Rutledge 
Vining’s Paper/’ Economic Development and Cultural Change, Vol. 3, No. 2, 
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lationship. Christaller’s urban hierarchy constitutes one type 
of skewed distribution. The rank size formula represents an¬ 
other. There are several reasons why one should expect these re¬ 
lationships, though not necessarily one conforming to the rank 
size rule. Herbert Simon has shown that a class of skewed dis¬ 
tributions may emerge if net urban growth is proportional to 
the size of the urban population. 19 Changes in the specific type 
of such distributions would occur via changes in growth rates 
and migration. However, the factors influencing migration 
flows likewise produces skewed distributions. Briefly summa¬ 
rized, this result occurs because most urban areas perform sim¬ 
ple service, manufacturing, marketing and government func¬ 
tions. Only a very few cities have special advantages in terms of 
resource endowment; and these advantages, reinforced by econ- 
omies of scale and agglomeration, favor the growth within these 
cities of export activities which serve national and international 
markets, plus a wide range of market and service oriented 
activities. 

The significance of the rank size rule is that it formulates a 
precise hypothesis as to the specific form of this skewed distri¬ 
bution. If this rule accurately depicted urban size relationships, 
it might be employed either for purposes of projection or as an 
important factor to take into account in framing urban devel¬ 
opment policy. Actually, the evidence in support of the rule, as 
formulated, can be questioned. At best, it seems to apply very 


Jan. 1955, p. 196. The rank size rule conforms to a Pareto distribution with an 
exponent greater than one. The function has the form 

y.x*= b 

Where y is the number of cities greater than a specified size a; and x is the 
size of a specified city, a and b are constants; or alternatively expressed, y is the 
rank and x is the size of a given city and b may be the population of the largest 
aty. See also, W. Stolper, Spatial Order and the Economic Growth of Cities: A 
Comment on Lampard's Paper,” Ibid., Vol. 3, No. 2, pp. 137-146; and M. Beck- 
man. Some Reflections on Losch’s Theory of Location,” Regional Papers and 
Proceedings, Vol. I, 1955, pp. Ni-N8; and “City Hierarchies and the Distribution 
of City Size, Economic Development and Cultural Change, 1958, pp. 243-248 
Beckman multiplies the rank of the city in the midpoint of its class and its pop¬ 
ulation, and concludes that “After a fair number of such multiplications, P the 
product itself will show a distribution pattern ... [in which] the steps in the 
S1 r i agran ? a * e ^us smoothed out, the distinctness of the size classes is 
lost, and [the rank size rule] applies in effect throughout the size classes.” p. 245 
tok K S lmon » _ a Class of Skew Distribution Functions,” Biometrika, Vol. 
52, 1955, pp. 425-40. This proposition requires other questionable assumptions 
such as a net increase of urban population by natural increase, which we can 
ignore for the purposes of this discussion. 
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roughly to the United States and Canada, 20 and the fit appears 
particularly poor for many underdeveloped countries. 21 

It is possible, however, that we could modify the rank size 
formula by computing an exponent that gives the best fit. 
Whether such a revised version could prove serviceable for pro¬ 
jections is an open question. In any case, it would still be sub¬ 
ject to some of the same limitations of the original formulation. 
In part, this is because the basis for the definition of the 
territory is unclear. Neither central place theory nor the modi¬ 
fied version of the rule provide adequate guidance on this mat¬ 
ter. As Hoover remarks, “the ascending series of orders of 
places could be carried on up to the largest city in the world or 
else arbitrarily chopped off at any given smaller size or con¬ 
fined to a smaller area.” 22 Another limitation is that these ideas, 
at best, only describe an equilibrium model. They presuppose 
an interrelated urban system in which the growth rates of cities 
in relation to each other do not change. But over time the rank 
sizes or relative growth rates of cities do change. Even more 
serious, the critical determinants of the rank size relationships 
and growth rates are unclear. 

Despite the ambiguities, however, the hierarchical pattern of 
cities does suggest that any effort in underdeveloped countries 
to equalize urban scale must reverse powerful trends and is 
likely to encounter serious resistance. A more feasible alterna¬ 
tive might be to try to convert a few significant growing points 
into large cities of varying sizes and thus achieve a somewhat 
more balanced urban hierarchy. In these countries there are 
less big cities, partly because of the size of the market, and 
partly perhaps because of the deficiency of heavy industries, 
which tend to be more raw material oriented and which tend 


r. x. Moore, 


„ ~n xr i e bize Dlstn butions Economic Development 

and Cultural Change, Vol. 7, No. 4, pp. 465-6; G. R. Allen, “The 'Courbe Des’ 
Populations, Bulletin of the Oxford Institute of Statistics, Vol. 16 May and 
June 1954; B J. L. Berry and W L. Garrison, “Alternate Explanations of Urban 
Relationships, Annals of the Association of American Geographers 

rrawfh M f a rV 8: *? d ?; H - ^ adden - “° n Some Indicati °n of Stabilify in the 
CWe Irow” ^ tes ’’ Economic development and Cultural 

Change , Vol. IV, No. 3; C. H. Madden, Some Spatial Aspects of Urban Growth 
in the United States,” ibid., Vol. IV, No. 4. 

21 This estimate is based on the author’s inspection of data assembled in stu- 

J^nSta^andmael ' MCXiC °* Tur ^’ Indonesia ’ India > 

a E. M. Hoover, op. cit p. 198. 
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a lso for a variety of reasons to avoid the very largest cities. 23 
Transportation and other services might be planned so as to 
reverse what appears to be theoretically ideal urban stages, i.e., 
the emergence of lower and then higher order communities 
which could eventually perform their specialized functions. 
By fostering a very few large urban concentrations one could 
maximize external economies, 24 encourage more heavy as well 
as market oriented industries and thereby magnify multiplier 
effects and cultural influences. This might be all the more feasi¬ 
ble if these cities were selected in part on the basis of the ca¬ 
pacity to supply them with the most efficient transportation 
linkages to a large and potentially rich hinterland slated for 
further accelerated development. 

Still other suggestive hints may be gleaned from a number 
of historical studies of the patterns of urban and regional de¬ 
velopment. For lack of space I shall be cavalier in picking il¬ 
lustrations for comment. 

Consider, for instance, Gras’ analysis of settlement patterns. 
His distinctions between the collectional, the nomadic, the set¬ 
tled village, the town and the metropolitan economy are not of 
particular usefulness for us. In fact, only the last two stages are 
directly relevant. But Gras’ insistence that the metropolis, be¬ 
sides possessing a healthful and an efficient location between 
consumers and producers “must possess a hinterland , a tribu¬ 
tary of adjacent territory, rich in natural resources, occupied by 
a productive population and accessible by means of transporta¬ 
tion,” 25 links neatly into the central place studies and also into 
Hoselitz’s distinction between “generative” and “parasitic” 
cities. The generative cities, in Hoselitz’s sense, perform func¬ 
tions for themselves and for their hinterlands on which they 


. 23 ^ am indebted for this point to Mr. R. S. Rodd who is working on a disserta¬ 
tion on aspects of this topic. 

24 Dynamic external economies is used by Sdtovsky to indicate the effect of 
investment in one sector on the probability of investment in another sector via 
increased demand or reduced costs. These economies are particularly induced 
by urbanization, i.e., improved infrastructure, demand increases in other sectors 
economies of scale, better financial services, education, formal and in-serve train- 
ing, etc. These economies cannot be gauged through sector by sector analysis. 
See T. Scitovsky, “The Concepts of External Economies," Journal of Political 
Economy ,, Apnl 1954, Vol. 62, pp. 143-151; and H. Chenery, op. cit. pp 20-21 
and 24-25. 

25 N. S. B. Gras, An Introduction to Economic History (N. Y. and London, 1922) 

p. 185. * 
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depend for supplies and markets; but the physical hinterland 
of the parasitic cities is neither their market nor their supply 
areas. 26 An aspect of this relationship, stressed by Stolper, is 
that every consumer has more or less access to the market area 
of each good in the developed countries but such access is remote 
or non-existent for much of the hinterland of underdeveloped 
countries. 27 Providing such access through improvements in 
transportation and communication would help to open the 
hinterland as a supply and market area. It is also likely to raise 
the productivity of the surrounding agricultural regions and 
provide a channel for the out-migration of redundant farm 
labor, not to mention the flow of capital into agriculture, and 
the flow of capital from the more successful agricultural enter¬ 
prises into local trade and manufactures. 28 However, a number 
of studies emphasize that reliance on migration alone to shift 
labor and other resources to areas of higher returns, while im¬ 
portant, appears unlikely to reduce population growth and to 
transform the economy of the lagging areas. 29 Moreover, these 
effects are apt to be significantly retarded if relatively large dis¬ 
tances separate them from the large cities. 30 

These crude observations, culled from a variety of sources, 
reinforce our previous, tentative, suspicion that a critical factor 


B. F. Hosehtz, “Generative and Parasitic Cities,” Economic Development and 
Cultural Change, Vol. 3, No. 3, pp. 278-294. F 

* W. F. Stolper, Ibid, Vol. 3, No. 2, Jan. 1955, pp. 141-2. 

* 8 E. E. Lampard, "The History of Cities in the Economically Advanced Areas,” 
Ibid., pp. 131-2; W. H. Nichoils, "Research on Agriculture and Economic De¬ 
velopment/* American Economic Review, Vol. 50, No. 2, 1960, pp. 629-635* "Ac¬ 
commodating Economic Change in Underdeveloped Countries/* Vol 49 No 2 
May 1959, pp. 156-168; B. F. Hoselitz, "The Role of Cities in the Economic 
Growth of Underdeveloped Countries/* The Journal of Political Economy, Vol 
61, No. 3, June 1953, pp. 195-208. See also the articles in Economic Development 
and Cultural Change, , Vol. 3, No. 1, 1954, pp. 3-77, and especially R. Redfield 
and M. B. Singer ("The Cultural Role of Cities,” Ibid., pp. 53-73) for some 
qualifications of the points raised above; D. C. North, "The Spatial and Inter¬ 
regional Framework of the U.S. Economy: An Historical Perspective/* Papers and 

Proceedings of the Regional Science Association, Vol. II, 1956, pp. 13-1 _13-9; 

and T. W. Schulz, The Economic Organization of Agriculture (New York) Chs* 
9 and 10. '* 

39 H. S. Perloff, E. S. Dunn, Jr., E. E. Lampard and R. F. Muth, Regions, Re¬ 
sources and Economic Growth (Baltimore, 1960), pp. 600-607; and G. H Borts 
"The Equalization of Returns and Regional Economic Growth/* The American 
Economic Review, Vol. 50, No. 3, pp. 318-347. 

*° S - A * Stouffer, "Intervening Opportunities: A Theory Relating Mobility and 
Distance, American Sociological Review, Vol. 5, Dec. 1940, pp. 845-867; and 
W. Isard, Location and Space Economy, op. cit., pp. 64-65, footnote 13 
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for our decision maker might be the range and significance of 
the effects of any proposed regional development program over 
the presently inaccessible hinterland. What we need to get, 
however, from future historical studies, is better evidence on 
possible or more effective sequences or stages by which growth 
and urban development spreads to lagging regions, and on the 
types of urban pattern which exert the maximum influence over 
the lagging hinterlands. 

Policy Implications 

While we may not have learned much in this quest for clues, 
perhaps at the very least we know a little better what it is that 
we don’t know. Moreover, at the risk of convicting myself as an 
incorrigible optimist, I think the survey has not been altogether 
fruitless. Let me try to summarize some of the possible tenta¬ 
tive inferences. 

The growth and comparative advantage doctrines suggest 
the desirability of accelerating the development of a few “lead¬ 
ing regions.” These regions will often be identified with or as¬ 
sociated with leading sectors. In these regions, consideration 
would be given to those activities which might enjoy compara¬ 
tive advantage, if not now, then “for a specified set of produc¬ 
tion levels in supplying and using sectors” 31 in the future. 
Within these same regions one might press for more simul¬ 
taneous development of the more important related sectors. 
The aim, one must stress, is not to equalize growth rates in all 
regions or in all sectors of a region; nor, to put the matter para¬ 
doxically, can the aim even be to achieve theoretically optimum 
growth rates simply because, given our present state of knowl¬ 
edge, we don’t know how to define or to translate such optimum 
rates into meaningful or reliable operational specifications. 
Rather the pragmatic aim would be to reach some roughly 
gauged estimates of “critical size” for a few selected urban 
regions, which, in turn, might induce a wide range of internal 
and external economies plus training and multiplier effects. 
Because of the constraints, i.e., the critical shortage of capital, 
markets, and managerial and administrative talent, develop- 

31 H. B. Chenery, op. cit. 
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ment in other regions and sectors would be arrested at some 
point approximating a politically acceptable minimum. The 
decision rules are not particularly helpful for our purposes ex¬ 
cept that one could at the very least specify alternative regional 
development possibilities in attempting to approximate what 
is judged to be superior resource allocations. However, the 
studies of market areas, urban hierarchy and metropolitan 
hinterlands do suggest one possible strategy for urban selection 
and development. An essential condition might be to select 
urban growth complexes, which, with relative economy, could 
improve their access to large hinterlands; and both, the urban 
growth complexes and their hinterlands, must be judged to be 
susceptible to measures encouraging their further growth and 
development. 

Perhaps one should also emphasize that any extensive devel¬ 
opment planned for selected regions will take a number of years 
to promote. Therefore, while tentative programs may be started 
based on existing knowledge and judgement, more detailed 
studies can be gotten underway. Then at some later stage, these 
programs and their planned sequences could be reviewed, 
stepped up or contracted, as one gets a better sense and feel 
of the development prospects. Assuming there was agreement 
on this approach, what would it be wise to start examining to 
facilitate this subsequent review? 

To begin with, the country’s basic goals ought to be as 
clearly specified as possible. For most of these countries the im¬ 
mediate objectives are to maximize the increase in per capita 
income. This general goal, however, is subject to a variety of 
qualifications or constraints, 32 of which some of the more im¬ 
portant are minimum levels of consumption and implicit dis¬ 
count rates of future returns; desired distribution, or rate of 
change in the distribution, of income by class and region; and 
minimum acceptable levels, or rate of decrease, of the levels of 
unemployment by class and region. Other restrictions will 
emerge from projected defense requirements and from the need 
for internal consistency in resource allocations, such as specified 

33 The difference between goals and constraints is often moot or meaningless. 
See R. Dorfman, “Operations Research/’ American Economic Review, Vol. 50, No. 
4, 1960, p. 609; and J. Margolis, “The Evaluation of Water Resources Develop¬ 
ment/’ Ibid., Vol. 49, No. 1, 1959, pp. 99-100. 
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exchange balances and execution of programs within available 
or potentially available resources of capital and of managerial 
and administrative ability. Clearly one may add new goals, 
weight them differently, specify less or additional constraints, 
or spell out the implications more or less precisely. The task is 
difficult and is easily slighted; but ideally, the more important 
of the country’s objectives should be examined to see how they 
might affect the choice and scale of sector and regional programs 
that might be undertaken. 

In addition, if there is to be any closer evaluation of regions 
for development, the leading regions under consideration have 
to be at least roughly defined. This job is a treacherous one and 
likely to beget friction and difference of opinion. My guess is 
that some rough ad hoc internal demarcations of the leading 
development regions will have to suffice for the decision makers’ 
purposes. The nucleus would be some existing or potentially 
important urban complex; the outer limits of the boundaries 
might be roughly mapped on the basis of the hinterland which 
appears likely now or in the future to come within the market 
and influence zone of this complex; and the actual boundaries 
should conform as closely to these limits as data gathering op¬ 
portunities permit. 

Some comparative analysis of the long-term prospects for the 
leading regions is also essential. This would involve projections 
of trends in the principal economic activities, in population, 
income, investment and consumption, and the demand and 
supply implications for related activities in the “leading re¬ 
gions.” It would be indiscreet, but probably indispensable, to 
hazard some rough estimates of the probable effects of existing 
national development policies on sectors within particular re¬ 
gions, not to mention the need to evaluate those “backward 
and forward linkages” 33 and multiplier effects which would give 
us some basis for gauging the impact and relative strength of 
the induced effects of the regions’ development on the national 
economy. Where data and circumstances permit, even the 
presently inadequate and unrealistic inter-regional input-out¬ 
put matrices and programming methods might be employed, if 

33 A. O. Hirschman, op. cit., pp. 98-104. 
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used mainly to direct attention to possibly significant relation¬ 
ships and implications which might otherwise be overlooked. 

Inexorable short-term considerations, such as serious dispro¬ 
portions in the use and availability of productive factors, might 
have to warp these evaluations. The foreign exchange problem 
or serious unemployment areas are examples; and in selecting 
regions as well as in determining the pattern of their develop¬ 
ment, the capacity to contribute solutions to these problems 
may well become the prime requisite of any effective strategy 
of regional priorities and development. Thus, priority for de¬ 
velopment programs might be given to regions depending on 
their estimated capacity to respond effectively to direct or in¬ 
direct efforts. It goes without saying that the form of the re¬ 
sponse might vary from the exploitation of the regions’ export 
potential of raw materials or agricultural products, the stimula¬ 
tion of import substitution activities, the attraction of labor 
oriented industries, the encouragement of “tourism,” the min¬ 
imum use of overhead capital, etc. 34 

There is also the question of how to knit the lagging regions 
of the non-monetized hinterland of the country into a single 
unified economy, culture and urban system. If, as Rostow and 
others have suggested, one of the essential roles of the state for 
these underdeveloped countries is to create a national market, 
the regional programming of infra-structure is one of the essen¬ 
tial steps through which the national market can be created. 
Such programs can become the innovation seedbed for new de¬ 
velopment regions, indeed one of the key mechanisms for 
achieving spread effects as well as “dynamic external economies 
for the agricultural, manufacturing and service sectors.” Hence, 
efforts might be made to estimate the probable social and cul¬ 
tural effects of the proposed development in different regions, 
especially the number of families affected and the likely changes 
in consumption, expenditure and savings patterns, and in so¬ 
cial and power relationships. Most of these changes could not 

84 Chenery points out that "leading sectors are likely to be industries in which 
import substitution becomes profitable as markets expand and capital and skills 
are acquired. Even in Japan, the most successful of the low income countries in 
increasing exports, import substitution accounted for nearly 40% of the rise of 
industryJfrom 23% of GNP to 33% between 1914 and 1954) as compared to less 
than 10% for exports." H. B. Chenery, “Patterns of Industrial Growth," The 
American Economic Review, Vol. 50, No. 4, 1960, p. 651. 
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be traced with precision; but if an essential aim is to transform 
traditional attitudes and values, some effort might be made to 
gauge how effectively different regional developments would 
serve this end. 

A closely related, but even less tangible consideration is the 
effect of different regional development programs on general 
public attitudes. Have the schemes the possibility of changing 
the citizen’s, not to mention the decision maker’s image of 
himself and of his country? Can it arouse the public’s imagina- 
tion sufficiently to set in train a whole new level of aspiration? 
It would be folly to neglect these possibilities; yet who but the 
greatest political leaders can fathom their significance? This is 
one of the reasons why need as well as effects have to be taken 
into account. Investment in a particular region may well yield 
poor returns, yet warrant high priority. A region—such as 
southern Italy or the Negev in Israel—may be so backward, 
neglected or difficult to develop—that it acquires symbolic 
value. It is as though a nation should stubbornly choose to pit 
its energies and will against insuperable odds. Or it may con¬ 
sciously prefer a slower rate of development. Such programs, of 
necessity, must be unique exceptions—but it is worth remark¬ 
ing that over the long run, they may speed up rather than re¬ 
tard the development effort. 

What about those regions which are not selected for large- 
scale development programs? They cannot be entirely neg¬ 
lected; and yet they cannot be adequately served. To begin 
with, the effects of regional development elsewhere may per¬ 
haps be exploited—or at least underscored. Certain programs 
involving a minimum commitment of resources may also be 
undertaken to allay discontent. A few self-help and technical 
assistance programs may be initiated including information 
and educational programs of benefit to migrants from the re¬ 
gion. Some uneconomic investments and tax benefits may be 
inescapable but not especially underscored. In short, token ef¬ 
forts and consummate political skill will be essential. The 
measure of sucess will hinge on the balance struck between eco¬ 
nomic progress, social welfare and relative sensitivity to those 
repercussion effects that may upset a theoretically rational de¬ 
velopment calculus. 
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It seems almost hopeless to assign weights to the factors just 
discussed, partly because many of them are intangible and in¬ 
teract. All that one seems able to say at present is that the de¬ 
cision makers must somehow ponder and estimate the relative 
significance of these considerations in their countries in arriv¬ 
ing intuitively at some final judgment. 

Once a decision has been made, however, and a firm set of 
regional development goals and a program agreed upon, then 
what next? There is a need to orient the thinking of the key 
officials in the agencies engaged in sector development to relate 
their own program to the national objectives for both regional 
and sector development. As the program gets under way, better 
linkages and coordinating and feedback mechanisms will be 
required to deal with problems and errors before they become 
too serious. To influence the contours of the region’s develop¬ 
ment programs and to project overhead capital and land use 
requirements, detailed cost and industry feasibility studies will 
be required. Training and education measures to support these 
programs must be pushed; and effective tax, incentive pro¬ 
grams and other credit measures may be needed to spur the 
momentum of development in the designated regions. All of 
these things are important; but something more is needed if 
these and other hard, but essential, staff activities are to achieve 
disproportionate effect. The regional development goals, like 
the other goals in the national development plan, need to be 
spelled out, enlarged, dramatized, made more visible. For many 
countries the goal of transformation of the hinterland can play 
a powerful role in propelling a nation forward. Even if the 
programs were limited to one or a few areas, the idea has tre¬ 
mendous ignition potentials which might spark unsuspected 
energies. “Manifest Destiny,” the development of Russia be¬ 
yond the Urals, the Turkish move to Ankara, are some exam¬ 
ples, perhaps not too far-fetched. Today if proposed, they would 
be labelled show-piece psychology; and yet we know there is a 
difference—because they actually worked. 



3. Regional Planning 
as a Field of Study** 

John Friedmann 

Regional planning as an academic discipline is characterized by a con¬ 
cern with the clarification of social objectives in the ordering of activities 
in supra-urban space. This concept is used to identify the principal 
issues of public policy that may challenge the professional competence 
of regional planners . Although regional planning is most appropriate for 
societies in transition to a mature industrial economy, continuing pre¬ 
occupation with developing areas suggests the desirability of establishing 
regional planning as a field of specialization within leading planning 
schools in the United States. A curriculum is proposed. 

The field of regional planning has always been something of an 
intruder among the planning fraternity. Although city planners have 
for some time now been recognized professionally in the United States, 
professionalization has been slower among those whose primary con¬ 
cern in planning is the “region.” Despite this lack of professional dig¬ 
nity, regional planning is fast becoming a subject of serious public 
concern. In the United States, activities in metropolitan planning and 
area redevelopment are expanding; outstanding state legislation for 
land use and resources planning has been passed in Alaska and Hawaii; 
there is an upsurge of interest in regional transportation studies. In 
many of the newly developing countries, interest in regional planning is 
even more articulate, with an emphasis on the problems of depressed 
regions, the development of new resource complexes, and the region- 

* Reprinted from the Journal of the American Institute of Planners Vol 29 
(Aug. 1963). 

t An earlier version of this paper was presented at the meeting of the South¬ 
east Section of the Regional Science Association in Atlanta, Georgia, November 
9, 1962. I wish to take this opportunity to express my gratitude to Bernard 
Frieden, my colleague at M.I.T., for the unstinting gift of his time in discussing, 
criticizing, and contributing to this essay. At the same time, I wish to absolve 
him in advance of any guilt-by-association: final responsibility rests with the 
author. 
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alization of national economic programs. In response to this continuing 
demand, a number of American planning schools have been offering 
subjects in regional planning, and a recent publication of the OECD is 
to a large extent devoted to problems in the teaching of that subject . 1 
The wide and uncertain scope of regional planning activities has made it 
difficult, however, to devise an academic course of study that would 
lead to specialization in the field. 

“Regional planning” is often used as a phrase to describe a congeries 
of more or less unrelated activities. Some of this diversity of meanings 
is brought out in a recent publication of the United Nations . 2 Reporting 
on a seminar sponsored by that organization a few years ago, C. V. 
Narasimhan, Executive Secretary of the U.N. Economic Commission 
for Asia and the Far East, writes: “The Seminar considered that 
regional planning would provide the most suitable frame of reference 
for a balanced integration of development projects of national signifi¬ 
cance and those based on local initiative. Such comprehensive regional 
planning would apply to the development of metropolitan areas, to areas 
in which natural resources are being developed, as well as to rural 
reconstruction programs and to the location of industries .” 3 

In this attempt to circumscribe the field of regional planning, three 
separate meanings can be distinguished. Regional planning is made 
synonymous with regional development policy at the national level 
(“balanced integration”); with a process of decision-making and design 
in the elaboration of investment projects at the regional level; and with 
economic development programs for sub-national areas. There is, in 
addition, an intimation that regional planning has something to do with 
metropolitan development, resources management, and agricultural and 
community improvement. 

It is questionable whether any or all of these connotations are useful 
for delimiting regional planning as a field of study. Narasimhan refers 
to practical activities of public agencies and not to a field of professional 
specialization. In fact, no one person could be expected to be equally 
competent in the great complexity of tasks which he cites as being 
involved in regional policy, planning, and development. Such under¬ 
takings normally require large staffs on which trained regional planners, 
where they participate at all, will have to share responsibility with other 
specialists. An example may help to make this clear. 

The Venezuelan government has undertaken a large-scale effort at 
regional development in Guayana, an area that has its focus at the 
confluence of the Caroni and Orinoco Rivers. The project is conceived 
on a grand and comprehensive scale, including investments in hydro- 
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electric facilities, heavy industry, a “new town,” agriculture, transporta¬ 
tion, and so forth. An autonomous development agency, the Corporacion 
Venezolana de Guayana, is responsible for all phases of the project. 
Although there can be no doubt that the Corporacion is engaged in 
regional planning, “regional planners” are not among its staff. Instead, 
it employs economists, engineers, architects, urban designers, public 
administrators, lawyers, city planners, statisticians, geologists, agron¬ 
omists, resource analysts, and anthropologists in various capacities. It 
would indeed be folly to imagine that the tasks of all these specialists 
could be performed as well or better by a team of professional regional 
planners; it would be equally in error to suppose that a trained regional 
planner, as a specialist in his own right, would be qualified to coordinate 
the efforts of all others. Coordination on a large and complex project 
such as Guayana depends far less on the substantive knowledge that a 
professional generalist might contribute than on competent leadership. 
Such leadership may be entrusted to a planner, bat it could as reason¬ 
ably be placed in the hands of a lawyer, economist, or engineer. Ad¬ 
ministrative ability, leadership, and political aptitude are important; the 
professional degree is not. The specialist in regional planning will have 
to take his place alongside other experts in the organization. 

If this is granted, what specialized contribution could a trained 
regional planner be expected to make? How shall his competence be 
defined? Does there, in fact, exist a core of theory and method which 
may be taught to prospective regional planners? Where should the 
boundaries of regional planning as a field of study be drawn? 


THE CORE OF REGIONAL PLANNING STUDY 


Before proceeding to answer these questions, attention must mm to 
the concept of planning itself. Planning inevitably appears modified by 
adjectives such as regional, city, economic, or industrial. These varied 


usages suggest the existence of a certain unity of approach in all forms 
of planning endeavor. A general theory of planning as a mode of human 
action has not as yet been written, but some common elements have 
been identified and are widely accepted as describing the essential nature 
of the planning process . 4 Primarily a way of thinking about social and 
economic problems, planning is oriented predominantly toward the 
future, is deeply concerned with the relation of goals to collective deci¬ 
sions, and strives for comprehensiveness in policy and program . 5 
Wherever these modes of thought are applied, there is a presumption 
that planning is being done. 
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This formulation is helpful insofar as it points to certain elements 
of action which underlie not only regional but also other forms of plan¬ 
ning. It does not answer the question of a substantive core for a 
specialization in regional planning. Pursuing this question further, one 
is led to those academic disciplines which have made regional studies 
their special concern. Perhaps it is in geography and the economics of 
location that one can discover an adequate theoretical foundation for 
planning on a scale that is larger than the city. 

Two interesting conclusions emerge from an examination of the per¬ 
tinent literature: first, that the concept of the region as a “natural” unit 
capable of being defined unambiguously in space has been abandoned; 6 
second, that as the concept of “region” has receded into the background 
of academic discussion, its place has been taken by the more neutral 
concept of “space.” Intensive work has been done in spatial theory 
within the last eight or ten years, both in this country and abroad. 7 The 
theoretical achievements of these efforts, however, are still meager, per¬ 
haps because more emphasis has been given to developing empirical 
data and the tools for their analysis than to the formulation of new 
concepts and hypotheses. Nevertheless, it is now possible to assert a few 
simple, empirical generalizations whose validity has been established 
reasonably well. Although these generalizations do not constitute a 
systematic body of theoretical propositions, they strongly suggest that 
there is a certain regularity and order in the structure of space as it is 
shaped by human activities. The following may serve for illustration. 8 

1. The structure of human settlements can be defined as a 
system of nodes and functional linkages. 

2. Nodes are arranged into a loose hierarchical structure which 
is internally differentiated by function. 

3. Surrounding each node is a “density field” of functional 
interaction, the densities declining with increasing distance from 
the center. 

4. The cost of overcoming distance exerts a pervasive influence 
on the distribution of activities in space as well as on the level of 
activity at any given location. 

These propositions are capable of mathematical formulation; more¬ 
over, the results of any density distribution can be mapped. 9 It is 
worthwhile to note, however, that all quantitative results will be his¬ 
torically contingent: the peculiarities of spatial structure appear as a 
function of both time and place. They will vary with changes in tech¬ 
nology, economic and social development, cultural values, and geog¬ 
raphy. Nevertheless, the mere fact that it has become possible to assert 
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some general propositions concerning spatial structure indicates that 
activity distributions cannot be wholly arbitrary but must, in some sense, 
be considered “lawful. 5 ’ Attempts to explain these empirical regularities 
have not met with complete success. A number of hypotheses have been 
put forward, such as the principle of “least effort” (Zipf), distance 
inputs (Isard), agglomeration economies (Weber), intervening oppor¬ 
tunities (Stouffer), 'social gravity laws (Stewart), and stochastic proc¬ 
esses (Vining). But even though no completely convincing explanation 
has been given, the observed regularities of spatial structure remain. 
This fact, it would seem, offers the possibility for an approach to re¬ 
gional planning that is both grounded in theory and, in the broadest 
sense, scientific. 

But regional planning must be thought of as a scientific undertaking 
of a special kind. Primarily oriented to the future, it looks to the 
relation between social purposes and spatial arrangements. This insight 
yields a first and proximate definition of the field of regional planning 
as an academic discipline: regional planning is concerned with the 
ordering of human activities in supra-urban space —that is, in any area 
which is larger than a single city. 

This as yet preliminary definition provides a convenient link to city 
planning. Common to both city and regional planning study is a central 
concern with the organization of space. Regional planning focuses at¬ 
tention on supra-urban space, while intra-urban space is, of course, of 
primary importance in city planning. The two approaches touch in the 
border areas of metropolis and megalopolis, where perhaps new special¬ 
izations are emerging. 

The continuity referred to is important, but there are persuasive 
reasons for keeping the two areas of planning study distinct from one 
another. The obvious distinction of scale is there, but in itself this 
would be an insufficient argument. A more valid criterion for differ¬ 
entiation arises from differences in the institutional setting for city and 
regional planning. The means available for implementing public policy 
will influence the perception and definition of relevant problems in the 
organization of space. At the regional level, therefore, much of the em¬ 
phasis will be on the economic problem of resource allocation and 
development, whereas physical land use and design problems will tend 
to predominate at the city scale. But an even more fundamental dis¬ 
continuity is due to differences in the theoretical approaches to spatial 
organization. Regional planning theory has evolved out of special 
theories in economics (location) and geography (central places); city 
planning theory is based on human ecology, land economics, and the 
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aesthetics of urban form . 10 Preliminary efforts to extend central place 
theory to the internal structure of cities have not been successful in 
developing an adequate theoretical framework for spatial organization 
at all scales . 11 One result of this divergence has been that students of 
regional planning use a substantially different vocabulary and a different 
set of concepts from urbanists. At the same time, theoretical consider¬ 
ations lead them to identify problems in a different way, quite aside 
from any institutional considerations. 

But the field of regional planning study must now be defined with 
greater precision. The process of planning may, in general, be regarded 
as one which leads to the formulation and clarification of goals and to 
their ultimate reduction to specific courses of action, programs, and 
projectsiy Thus, our earlier definition may be extended to say that 
regional planning is the process of formulating and clarifying social 
objectives in the ordering of activities in supra-urban space. The basic 
question, therefore, is: “How are activities to be distributed in space 
so as to meet social objectives? Alternatively, what are the proper social 
objectives in accordance with which activities are to be allocated in 
space? This formulation links regional planning to its basis in the pure 
theory of location without, however, achieving an identity . 13 


THE SPECTRUM OF SPATIAL PLANNING ACTIVITIES 

The better to understand what the professionally trained regional 
planner might be asked to do in a specific situation, and to show the 
relation of regional planning to planning at city and national levels, we 
shall consider the total spectrum of co-ordinated spatial planning activi¬ 
ties that might be brought into existence in a hypothetical society. In 
this fashion, it will be possible to show the extent to which regional 
planning as a field of study may be usefully distinguished from other 
forms of spatial planning. 

To begin with, general policy issues would predominate at the national 
level. What principles should guide the geographic allocation of re¬ 
sources within the country? To the extent to which there is national 
planning—and budgeting may be considered as a limiting case of such 
planning—there will inevitably be spatial implications of any set of 
resource allocations. The problem of spatial resource allocation may, of 
course, be treated entirely on a short-term, political basis; but if it is 
to be guided by foresight, a review of the available alternatives, and 
a clear vision of the public interest, the problem is essentially one for 
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planning. In policy planning, the technical, economic, and political ele¬ 
ments are closely interwined. 

Regional policy for the nation would accompany policies for the 
over-all development of its resources. Specifically, it would add the 
dimension of space to other considerations. Modern economic develop¬ 
ment—the transition from one form of social order to another—leads 
necessarily to shifts in the organization of the space economy. In the 
simplest and most schematic case, where an economy is moving out of 
an agrarian past into an industrial future, spatial reorganization involves 
primarily a process of concentrating people and economic activities in 
cities. Further shifts take place as development proceeds into the post¬ 
industrial phase. These shifts pose serious problems for the society: 
Where should concentrations be encouraged? How may areas of emi¬ 
gration—the traditional economic regions of the country—be helped to 
adapt to the new requirements of the economy? What should be done 
with areas that fail to adapt to the changed conditions. What may be 
done to assist the process of concentrated development? 

The spatial shifts which are implicit in economic development neces¬ 
sarily create regional inequities: while economic development makes 
rapid strides forward at the “center,” the “periphery” threatens to col¬ 
lapse. These inequities may lead to serious political consequences 
where the traditional economic areas are densely populated, and where 
opportunities at the center are insufficient to absorb into regular em¬ 
ployment all newcomers in the labor force. Social and political unrest 
resulting from increasing impoverishment on the periphery may ulti¬ 
mately undermine developments at the center itself. Countervailing 
measures to maintain minimum inter-regional balances in the major 
indices of welfare may therefore have to be undertaken. 

But the rationale for regional policy does not derive solely from in¬ 
equities on the periphery. Regional policy should be thought of as a tool 
for comprehensive national development in which all parts of the 
country contribute in their own ways to the attainment of national 
objectives. 

A national urban policy must be approached by way of broader 
regional considerations: the implications for urban planning on a na¬ 
tional scale become evident only when prior attention has been given 
to the regional problem, and the basic allocation decisions have been 
made. Goals, priorities, and standards must be defined; the national 
interest must be rendered specific, and decisions must be made where, 
in what manner, and with what resources the national government is to 
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support such urban activities as public housing, mass transit, sanitary 
works, and metropolitan highways. On the other hand, regional choices 
cannot be made independently of considering the urban problem. In¬ 
deed, the urban problem will often be decisive, for regional space is 
structured primarily through a hierarchy of urban places and through 
the fields of interaction which relate them. The very closest co-ordina¬ 
tion of city and regional policy planning is therefore essential . 14 

At the regional, as contrasted with the national level, an even greater 
diversity of problems is pressed upon the attention of our hypothetical 
planner. In part, this diversity reflects the underlying spatial structure 
which consists of urban nodes, nodal regions, and the channels of trans¬ 
port and communications which connect them. Since attention at the 
regional level is focussed on spatial units larger than the city, the first 
problem of spatial organization emerges on the level of the metropolitan 
region. 

The historic city is turning obsolete. As Lewis Mumford has aptly 
put it, it has burst its container. The concept of the city as a physical 
artifact is being replaced by one in which interaction and relation are 
emphasized. The new city may be identified as a density configuration 
that is measured by the flows of interaction within a given “matrix.” 
This matrix, however, has no firm boundaries but represents a con¬ 
tinuum of densities of interaction where the actual lines of division be¬ 
come more or less arbitrary symbols put down for convenience. The 
metropolitan region is the new, etherealized city. 

What are its chief characteristics? To begin with, it has one or more 
cores, or control centers. Second, it provides a complete and year-round 
habitat for man, a place for work and residence and the pursuit of 
leisure. Third, it generally includes areas in which some forms of in¬ 
tensive agriculture will be carried on chiefly to supply the region. 
Fourth, it represents a suitable unit area (location matrix) with respect 
to which investment decisions will be made. Planning for this new form 
of human settlement must be related to its several cores and proceed 
outward from these centers to a line where densities of interaction fall 
below a certain threshold level. At this invisible boundary, one metro¬ 
politan region may run into another (megalopolis) or yield to a rural 
periphery which is not yet fully integrated with any metropolitan center. 

City and regional planning approaches meet and merge in the metro¬ 
politan region. The task of the regional planner will be to state the 
ordering of control centers within the area, to identify the functions to 
be performed by each center, and to study the inter-regional effects of 
the expansion of metropolitan economies. 
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A related area of concern is the pattern of functional linkages which 
connect metropolitan regions in a more comprehensive spatial frame¬ 
work. Transportation of people and commodities is perhaps the most 
important of these, but power grids, communication networks, and water 
supply channels must also be considered. 

Finally, the regional planner may be called upon to deal with prob¬ 
lems of areas that do not fall within the control spans of metropolitan 
regions—the so-called peripheral areas. From an economic standpoint, 
many of these areas will have become locationally obsolescent, even 
though they may include potentially valuable resource complexes. One 
possible solution would be to attempt to achieve a more perfect integra¬ 
tion of these areas with existing metropolitan centers; another, to plan 
for their adjustment to a lower economic equilibrium through planned 
out-migration and suitable changes in land use; a third, to stimulate 
local development efforts and to create new location matrices within 
them. In broad terms, however, the problem of peripheral areas is 
primarily one of resource management. The regional planner’s contribu¬ 
tion to the development of peripheral areas can be only a limited one; 
he will have to work with many other specialists in a comprehensive 
endeavor. 

At the urban level, finally, tradition, scale, and institutional setting 
suggest a somewhat different approach to spatial planning. Here, the 
distinctions put forward in a recent paper by Perloff and Wingo may 
help to refine the nature of the planning function . 15 In their formulation, 
elements that enter into planning at the supra-metropolitan, metropoli¬ 
tan, and intra-metropolitan levels are the assets appropriate for develop¬ 
ment: human and natural resources, private and public capital, and 
organizational endowments. At the intra-metropolitan or urban level, 
some elements are identical with those significant for regional planning 
—industry, residences, transportation—but the difference in scale em¬ 
phasizes more immediate spatial relationships among these activities. 
Still other elements enter solely into what is traditionally called city 
planning: schools below the college level, local utilities, and neighbor¬ 
hood parks. 

The planning function, however, is limited still more clearly by 
organizational considerations. The content of urban planning reflects to 
a large extent the powers of local government, while regional planning is 
more closely a reflection of the functions of state governments and 
specially constituted public authorities, such as the Guayana Develop¬ 
ment Corporation in Venezuela or the TVA. City governments in the 
United States exercise power over the spatial arrangement of activities 
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by means of zoning laws, capital investment programs for municipal 
facilities, tax and assessment policies, subdivision controls over vacant 
land, buil ding and occupancy codes, and urban renewal and public 
housing programs. City planning, therefore, concerns itself primarily 
with activities which fall broadly within this sphere of influence and 
regulation: the juxtaposition and patterning of land uses, provision of 
public services, creation and management of the housing stock. De¬ 
cisions in this sphere of planning may have implications at the regional 
and even the national level. Renewal and housing policies that call for 
reductions of central city density, for example, will exert powerful in¬ 
fluences in shaping the settlement pattern of the metropolitan area, since 
the overspill of population will usually locate elsewhere in the larger 
community. 

Conceptually, city planning shares with regional planning a concern 
for the large-scale arrangement of activities in space. But city planning 
has a separate focus in its additional concern with the quality of the 
micro-environment. Questions of “neighborhood” character and services, 
the social and economic implications of different residential densities 
and patterns, the juxtaposition of industry and housing, and the staging 
of small-scale changes in land use—all these fall particularly within the 
province of city planning. In operational language, these concerns call 
for action to stimulate investment at selected locations, to provide local 
services to keep pace with changing demands and shifts in activities, and 
to accommodate change by special programs involving new development 
and the relocation of old activities. 

EDUCATION FOR REGIONAL PLANNING 

The hierarchy of planning concerns that has just been described de¬ 
limits a range of problems to whose solution regional planners could 
usefully contribute. At the core of regional planning lies an interest in 
the relation between the spatial arrangement of activities and social 
values. This interest can be explored at the level of national policy, 
where it comes to focus chiefly on the formulation of regional develop¬ 
ment strategies, the allocation of resources in space, the location of 
productive facilities, and the arrangement of settlement patterns. It can 
be pursued at the regional level, where attention is drawn not only to 
the order of settlement and possible improvement in man’s physical en¬ 
vironment, but also to the effective integration into the national space 
economy of structurally remote peripheral areas. Finally, it can be 
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brought into focus at the urban level where city and regional planning 
skills meet in solving the many-faceted problems of an expanding 
metropolis. 

In emphasizing these functions of regional planning, however, it must 
be recognized that they are time-bound and intimately caught up with 
the flow of economic and social events. Regional planning, as a separate 
field of academic study, is most appropriate during the transition of a 
society to industrialism. Strong pressures for a regional approach to 
planning are coming from countries whose economies are less well inte¬ 
grated than is that of the United States and where, as a result, there are 
emphatic regional differences in production, welfare, and cultural devel¬ 
opment . 16 National policy for regional development, settlement policy, 
and planning for inter-regional networks are among the truly vital issues 
confronting these countries, and must be dealt with from a vantage 
point that is altogether different from that of traditional city planning. 
Once the stage of self-sustaining cumulative growth has been attained, 
however, and a reasonable measure of inter-regional integration has 
been achieved, the spectrum of problems will inevitably shift to the 
metropolis, where a vast majority of the population will be residing. At 
that point, regional planning will imperceptibly fuse with metropolitan 
planning. In the United States today—except for relatively remote areas 
such as Alaska and Hawaii—spatial planning occurs predominantly in a 
metropolitan context . 17 The great emerging need in the United States is 
not for regional or city, but for spatial planners who will be competent 
to deal with problems of metropolitan development and organization on 
all the relevant scales, from local site to megalopolis. 

Confusion about the nature of regional planning can be traced to the 
fact that of its historical contingency. The traditional distinction between 
city and regional planning belongs to an earlier day in the history of the 
United States; both are today obsolete as meaningful designations for 
spatial planning in a post-industrial society. If interest in the education 
of U.S. planners were to fit them solely for the great national tasks at 
home, the claim for both city and regional planning as distinctive fields 
of study would have to be abandoned in favor of an approach to com¬ 
prehensive spatial planning with a focus on metropolitan development. 
But the responsibilities of the United States go further in the present 
generation. Not only will many Americans be called upon to render 
service and advice to the newly developing countries, but students from 
these countries are coming in growing numbers to study in the United 
States. To teach these students a tradition of planning that is suited 
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primarily to the present needs of the United States would be, I think, a 
grievous error. In transitional societies, the distinction between city and 
regional planning is still a meaningful, and indeed, an essential one. 

The principal need in American planning education today is for a 
program of comprehensive spatial planning in which consideration of 
the metropolis will be central. But it would seem to be enlightened 
policy for leading planning schools in the country to include a special¬ 
ization in regional planning within such a program. What would be 
required to acquire mastery in this field? To begin with, all spatial (in¬ 
cluding regional) planners should be held responsible for a common 
core of knowledge that would include, as a minimum, elements of plan¬ 
ning theory, theories of spatial organization, methods of urban and 
regional analysis, urban social structure and change, and planning law. 
In addition, it would be desirable for all planning students to participate, 
toward the end of their formal education, in a co-ordinative studio or 
workshop problem in which problems of spatial organization are dealt 
with simultaneously at all the relevant scales: national, sub-national, 
and local. 

Beyond this common foundation, however, specialization ought to 
occur. In addition to regional planning, courses leading to expertise in 
urban design, metropolitan planning, and methematical techniques of 
planning analysis might be offered. Other areas of specialization may 
eventually be added. 

The student who opts for regional planning should build a curric¬ 
ulum, adapted to his personal interests and inclinations, from subject 
offerings in the following areas of study: one, economic location theory; 
two, central place studies; three, analysis of metropolitan and inter¬ 
metropolitan ecological structure; four, regional economic development; 
five, urbanization processes and the role of cities in the historical devel¬ 
opment of regions; six, theory of resource use; and seven, the spatial 
structure of decisions and political authority—the last two being the 
least developed of all the topics at the present time. 

Ultimately, a good deal of freedom ought to be given the student in 
the choice of subject matter, although reasonable competence in areas 
one through four should probably be required of every candidate for a 
degree. The present two-year graduate curricula in planning do not 
allow for adequate preparation along the lines suggested. It may well be 
that a course of study in regional planning is best devised at the doc¬ 
toral level, with the master’s degree acquired but in passing. In this 
way, a high level of professional competence could be assured. 
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Introductory Note 


A knowledge of the theories and principles of economic location 
must underlie sound regional planning. Classical location theory, as 
summarized by William Alonso in this volume, deals primarily with the 
location of the individual producing unit in a world in which nearly 
everything else is fixed, including the location of other competing and 
complementary activities. Going beyond the individual unit to systems 
of firms in their analysis of the location problem, economists finally 
succeeded in formulating spatial models for the pattern of economic 
relationships which extend over the physical landscape but are not iso¬ 
morphic with it. Foremost among them was August Ldsch, whose article 
reprinted here provides a glimpse into his crowning achievement, The 
Economics of Location. With the theory of the firm as his principal 
point of departure, Losch develops his analysis of the region with re¬ 
markable force of vision. Although much of his analysis is flawed by 
inconsistencies, the power of his insight into economic space has proved 
seminal for many subsequent studies. 

Losch’s work was extended and generalized by Walter Isard, who 
also founded the Regional Science Association early in the 1950’s as a 
meeting ground for scholars interested in the study of spatial relations 
chiefly by the use of mathematical models. At about the same time, 
geographers began to collect the empirical materials with which the 
hypotheses of Losch, Isard, and other regional scientists could be tested. 
Geography thus changed its focus from the honored tradition of the 
analysis of place-bound structures, emphasizing the uniqueness of man- 
environment relationships, to the recurring regularities of economic 
phenomena in space. 

As the evidence accumulated, it became apparent that patterns of 
spatial relations could be ordered cross-regionally, and that certain 
relations remained stable despite significant regional variations in other 
respects. Empirical regularities, such as the spatial sequence and orderly 
pattern of magnitudes of concentrations, the hierarchical arrangement 
of trade relationships, and the regular decline of the density of inter¬ 
action as a simple function of distance, have fascinated the scholar and 
posed challenging questions to the policy planner about the pattern of 
“normality” and the possibilities of its change. These regularities have 

75 



76 


INTRODUCTORY NOTE 


supported earlier theoretical findings, such as the hierarchy of market 
areas; but the full force of location theory still lacks an explanation of 
many of their features as well as their general form. 

The empirical study of the organization of space is represented in 
this volume by two articles by Brian Berry, and essays by Edward Ull- 
man, Richard Morrill, and John Thompson and collaborators. Berry’s 
first piece is an extended review and evaluation of recent literature in 
the field; his second is a study of the relations between city-size dis¬ 
tributions and economic development. Edward Ullman analyzes the 
spatial patterns of economic concentration in the United States, a 
pattern that is typical for many countries, and gauges the prospects for 
the development of the national fringe areas of periphery. Richard 
Morrill’s original attempt at simulating Swedish settlement patterns~In" 
their historical evolution is of particular interest as an instance of the 
use of stochastic processes. And, finally, the careful measurement and 
mapping of Thompson and his co-workers identifies the structuring 
influence of urban fields upon the pattern of regional development. The 
reader may be interested in comparing their conclusions with William 
Nicholl’s on the influence of urbanization on agricultural development, 
which are reported in Part III of this volume. 

All this analytical material, whether empirical or theoretical, is of 
great import to the regional planner. The purpose of regional planning 
is to seek changes in the spatial organization of an economy through an 
improved ordering of economic relations. But interference with existing 
patterns requires an understanding of the laws that underlie their struc¬ 
ture. 

The meaning of this approach to regional development and planning 
may be clarified by reference to the well-known problem of depressed 
areas. By definition, a depressed area is one in which economic growth 
has lagged and in which the population enjoys a level of welfare sub¬ 
stantially lower than that in other regions. The reason for the region’! 
backwardness is that rapid growth has located elsewhere. Opportunit ies" 
in other regions draw off its resources, including capital and labor; and 
its relative inaccessibility prevents its being integrated more effectively 
with the focal points of new growth, which are typically metropolitan 
areas. 

As the causes for the economic depression of the region are loca¬ 
tional, so are the policy solutions for its problems. If substantial un¬ 
developed resources exist within the region, additional investment may 
create attractive locations for further growth at strategic points. Alter¬ 
natively, growth poles along the margins of the depressed region may be 
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favored so that they may extend their vitalizing influence into it and 
improve its general accessibility. Finally, in an attempt to make the 
levels of welfare more nearly equal among regions, transfer payments 
may be made into the region from other parts of the nation. In all these 
solutions, the key decisions are locational, and the problem is one of 
altering the existing pattern of spatial organization. “The real duty of 
the economist,” writes August Losch, “is not to explain our sorry 
reality but to improve it. The question of the best location is far more 
dignified than the determination of the actual one.” But, he might have 
added, it is also essential to understand the forces that have determined 
actual locations. 

The example of a depressed area points to one of the central meth¬ 
odological problems of spatial analysis. Economic space is continuous 
and unbounded, except for rare cases of extreme political or natural 
barriers. Yet, for purposes of administration, planning, and measure¬ 
ment, it must usually be divided and treated as if it were, in fact, dis¬ 
continuous. The very term “region” refers to areas that are differentiated 
within a more comprehensive national space. Working with such a 
discrete space, the analyst finds it easier to trace out complex networks 
of internal relationships and their evolution through time. Continuous 
space is theoretically valid, but our intellectual tools permit us at pres- 
ent to carry out the analysis of only very simple structures in such 
space. In this way, the problem of space is akin to that of time, in 
which the analyst is usually faced with the choice between a deep static 
structural analysis within a discrete period and a dynamic analysis in 
continuous time that requires great simplifications of structural relations. 
In general the term “locational” has been used for analyses in con¬ 
tinuous space, and “regional” for analyses in discontinuous space. In¬ 
sofar as project decisions usually are made for the single element, they 
tend to be locational; insofar as economic development depends on 
complex structural relationships, its theory has tended to be regional. 




4- Location Theory 

William Alonso 
INTRODUCTION 

This article tries to acquaint the reader with the theory of the loca¬ 
tion of the firm. The formal theory originated in the work of Alfred 
Weber and, through the contributions of later writers, developed rapidly 
until the 1950’s, when further additions to its elegant structure seemed 
to bring increasing costs in terms of complexity of form and decreasing 
marginal returns in terms of new insights. At this time Walter Isard 
demonstrated its unity with the classical economics of substitution 
analysis, and an awareness developed of other problems of location 
and regions beyond the scope of this theory. Consequently scholars 
have turned elsewhere, and significant contributions to location theory 
have become rare. 

In these pages are presented some of the principal insights of this 
branch of economic theory as it stands today. The first part of the 
article tries to synthesize the work of many scholars. To trace the 
intellectual ancestry of the various parts would be a laborious exercise; 
rather, a brief bibliographic note has been appended pointing to semi¬ 
nal and representative works. The second part seeks to clarify some of 
the deficiencies and limitations of this type of theory, and in doing this 
it points to some areas where further work would be fruitful. In partic¬ 
ular, the theory of market areas seems to be the key to future develop¬ 
ments. It was, in a sense, the culmination of the theory of the firm. But 
it was also the beginning of the theory of August Losch, as represented 
by his article in this volume, and, in the form of central place theory, it 
constitutes the principal topi for understanding the empirical regularities 
that concern Brian Berry, among others. The theory of market areas is 
implicit too in the modern theories of regional development such as 
Perroux’s growth poles. Thus, in a way as yet unrealized, it may be 
said to be the fulcrum on which turn the various spokes of the under¬ 
standing of regional structure and development. 

The theory of the location of the firm has been developed in the 
context of a free market. In recent years, however, concern has turned 
to national regional development. Increasingly the question of the loca- 
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tion of a factory is being considered as a “project” by a government 
agency rather than as a profit-making venture by a private corporation. 
It is clear that, as long as the decision turns on the project maximizing 
its own returns, there is little difference whether those making the 
decision serve a public or a private body. But the theory has little 
force in considering the costs and benefits accruing outside the books 
of the particular enterprise. Regional economics is concerned with these 
external or multiplicative effects within the region, and national regional 
planning with these effects among regions. In this sense, the theory of 
the location of the firm extends to project planning but antecedes re¬ 
gional and national spatial planning. 

Because of the variety of backgrounds of those interested in regional 
development, and at the risk of irritating the knowledgeable, I have 
explained the technical terms in this article. Moreover, to avoid awk¬ 
wardness of language, I have based most of the analysis on the busi¬ 
nessman as protagonist rather than the project planner. 

In essence, the firm wishes to maximize its profits. If the businessman 
can state clearly what factors are involved and what relations bind 
them, his problem is one of manipulating these variables to get the 
largest profits. In reality these variables are many, and some cannot be 
quantified. Here we shall begin with very simple problems, paring the 
problem down to a few essentials, and introducing complications gradu¬ 
ally to make the theory more realistic; but some considerations will 
remain outside the formal theory. We shall call attention to some of 
these, but they are potentially infinite. For instance, a study of the New 
England region found a manufacturing firm in Worcester which would 
clearly have been better off in Boston. The reason for its location, it 
was discovered, was that the manufacturer’s mother-in-law lived in 
Worcester, and his wife insisted on living in the same city. No amount 
of formal theory would have unearthed this reason, but formal theory 
could tell the manufacturer how much this cost him. 

THE PRINCIPLE OF MEDIAN LOCATION 

Let us begin by considering the location of a firm which, let us say, 
makes and delivers bakery products. Neither the cost of making these 
products nor the volume of business will vary with the location of the 
firm. The only variable in this case is the delivery costs, so that maxi¬ 
mizing profits is identical with minimizing delivery costs. The customers, 
A, B, . . . , G y each take one delivery a day, and are distributed along 
a road as shown in Figure 1. The bakery sends out a boy who can carry 
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only one customer’s order at a time, so that he has to make one trip 
per customer. Where then to locate the bakery to minimize the boy’s 
trips? The almost automatic answer would be the “average ” center of 
gravity, or mean location. This is easily found by summing the dis 
tances from either end and dividing by the number of customers In 
this case, summing from A, it would be 0+1 + 2 + 4 + 6+14 
+ 15 = 42; dividing by the number of customers or trips (7) the 
mean is 6 blocks to the right of A, at the same location as E. But this 
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Fig. 1. Distribution of the bakery’s customers. 

is the wrong solution. Examine Table 1. The total distance is less if 
the bakery locates at D than if it locates at E. If we had gone about 
the problem in a systematic fashion, we should have asked- Which 
location minimizes the sum of the distances from the bakery to its 
customers? This can readily be solved by elementary calculus In fact 
however, we might have recognized that the point on a distribution 
along a line at which the total distance to all other points is minimized 

TABLE I 

Total Trips According to Location of the Bakery at E or D in Figure 1 

„ , Distance from Distance from 

_ _ US ° mer location at E location at D 

A 
B 
C 
D 
E 
F 
G 

Total Distance 


is the median (that is to say, the point at which there are as many 
points to one side as to the other). The median in this case is D 
The mean or center of gravity, on the other hand, minimizes the sum 

of the squares of the distances, and therefore is irrelevant for our 
purposes. 

This simple example is a very enlightening one. We would not often 
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meet a bakery in these precise conditions, but the logic often applies to 
other enterprises. For instance, a factory which has shipping costs 
proportional to the weight of the shipments and the distance shipped 
would benefit from locating at the median location unless there were 
strong reasons to the contrary. Thus, a firm selling 200 units in one 
city, 300 in a second, and 550 in a third would have its median loca¬ 
tion in the third city. Since the median of the distribution of customers 
will tend to be in large cities, this is one of the reasons why big cities 
tend to grow bigger. 

COMPETITION ALONG A LINE 

It is a truism that what may be good for someone may be disad¬ 
vantageous for another, but this is often forgotten. It is important, 
therefore, to make clear whose point of view we are considering when 
we say that a location is optimal. 

Imagine a long beach, with people evenly distributed along its length. 
Each person on the beach buys one ice-cream cone, and will walk as 
far as necessary to get it, though he will naturally prefer to walk the 
shortest possible distance. If there is a single vendor of ice cream, he 
will not care where he locates since every customer on the beadh will 
walk as far as necessary to buy his cone. Every customer, however, 
would prefer to minimize his walk by having the vendor as near to him 
as possible. A third point of view might be that of a public official who 
wants to minimize the total amount of walking for the general benefit. 
As shown in our first example, this total will be minimized at the 
median location, in this case the midpoint of the beach. 

Consider now the same problem with two vendors, A and B, who 
are at two locations as in the first stage of Figure 2. Vendor A will sell 
to all the customers to his left, and Vendor B to all those to his own 
right; of the customers between the two, the left half will go to A and 
the right to B. But A, after examining the situation, decides that by 
moving to the right he can take away many of IPs customers without 
losing any of his own (second stage). Vendor B then decides to hop 
over to the left of A (third stage). It can easily be seen that the final 
stage will have both A and B together at the center of the beach, each 
selling to half the customers. Neither A nor B will then be able to in¬ 
crease the number of his customers by moving, and the situation will 
be stable. 

Free competition in this case will result in both vendors joining at 
the middle of the beach. Since people are evenly distributed along the 
length of the beach, the average distance walked will be one fourth of 
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the length. A public official might point out, however that this aw «. 
distance is unnecessarily high. If the two vendors w^re locked 
quarter pomts, as m the “planned location” of Figure 2, the average 
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distance walked would be reduced by half, while both vendors would 
stffi enjoy the same sales. To obtain the benefits of this solution it is 

ino y n n him. Sary t0 ^ ^ ° ther wffl not start moving 

There are two lessons to be learned from this. On the one hand we 
have seen once again ajendency^wardxo ncentration . which may be 
mte^reted as another indication of the dev ^l t 0 f 

centers 0 f human activity. On the other, we have seen that theTJuln 
^ffree_cQmpetxtion maydiffer from that of the public interest This is 
noTt^say that the results of privafe'initiative ^ed^in 'conflict with 
the interests of the community. In fact, it will be seen that theory indi 
cates they usually coincide. But this coincidence of interests is^ome- 

granted 6 ^ rather 111311 somethi ng to be taken for 


THE FIRM WITH ONE MARKET AND ONE RAW MATERIAL 

of^Zr 3n 3C ! iVity that USes onl y one material and sells all 

a steefplant at r 3 firm might use sheets of steel fr om 

steel plant at M in Figure 3 as its raw material, and bend them into 
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boxes which it sells in a city at C. For simplicity say that the costs of 
production are the same everywhere, so that the firm’s only considera¬ 
tion will be to minimize its total transport costs. These consist of as¬ 
sembly costs of bringing the steel from M to the factory, and distri¬ 
bution costs of sending the boxes from the factory to C. Let T be the 



Fig. 3. Transport costs of a firm with a single market and a single material; 
transport costs proportional to distance. 

distance from M to C, and t the distance from M to the box factory. 
The distance from the factory to C is the remainder of T, or (T — t). 
Now, if the cost per mile of carrying enough steel to build one box is 
r m , assembly costs per unit will be r m t; and if the cost of carrying one 
box is r c per mile, distribution costs per unit will be r c (T — t). The 
total transport costs, which we represent by k , are the sum of these: 

k = r m t + r c (T — t) (1) 

The firm will locate at that value of t that minimizes k. 

Examine Figure 3, where assembly, distribution, and transport costs 
are shown for one case. The curve of total transport costs is the sum of 
the other two, as illustrated for location t 0 . In the case illustrated it can 
be seen that transport costs will be least when the box factory is at M, 
where t = 0. As the diagram is drawn, the curve of assembly costs is 
steeper than that of distribution costs, meaning that it is more expen¬ 
sive to move steel than boxes; or, to put it another way, that the trans¬ 
port rate for steel (r m ) is greater than that for boxes (r c ). We may 
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Another realistic refinement considers that the rate per mile is lower 
for longer hauls. This is common practice in the transportation industry 
as in most others: costs are lower when buying in bulk, it is cheaper 
to rent by the month than by the week, and so on. This results in a 
flattening of the slope of the curve of transport costs with increasing 
distance, reflecting the lower rates. In practical terms, it is cheaper to 
make one 1000-mile shipment than two 500-mile ones. The curvature 
of the curve of transport costs is increased by the variety of carriers: 
ship, train, truck, pipe, and so on. Usually trucks have lower terminal 
costs but higher per-mile costs than trains, as do trains with respect to 
ships. Figure 5 shows the relation of transport costs to distance when 
alternative carriers are considered. The shipper will choose the carrier 
with the lowest costs for a particular distance, so that his effective curve 
of transport costs will be the heavy line in Figure 5, which is more 
curved than that of any one carrier. 



Fig. 5. Transport costs considering alternative carriers. 

Terminal costs and the curvature of transport costs reinforce the 
attractiveness of end-point locations, such as M or C in the example of 
Figure 3. In Figure 6 the case of identical transport costs for steel and 
boxes is re-examined under this more realistic structure of transport 
costs. When we considered the case without regard for terminal costs or 
the economies of longer hauls, we concluded that when the rates are 
the same for assembly and distribution costs the firm would locate at 
M or C or at any intermediate point. But now, the curvature of the 
curves of assembly and distribution costs leads to a curvature of the 
curve of total transport costs, with the midway point the costliest al¬ 
though assembly and distribution costs are symmetrical. The economy 
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Ot long hauls points to location at either end since the continuous curve 
of total costs reaches as low as OY. But by locating at either M or C 
the firm can save the terminal costs on either steel or boxes, and have 
only OX transport costs. Even without considering the curvature, the 



Fig. 6. Transport costs of a firm with a single market and a single material 
considering terminal costs and decreasing marginal costs. 


elimination of one set of terminal costs would lead to location either at 
the source of the material or at the market. Although the conclusion 
requires some reservations, this is part of the explanation for the spa- 
lal concentration as opposed to the dispersion of industry. 


TRANSSHIPMENT POINTS: THE IMPORTANCE OF PORTS 
One special case deserves attention since it accounts in large meas- 

York 0 ! A eX1Sten . Ce _ of ma °y § reat ci ties of the world suclAs New 
York, London, and Buenos Aires. This is the case of points of trans- 

Smht ’ °l WhlCh 3 Seap ° rt iS a prime exam P le - At these points things 

roadf a ri 7 WatCr “if ^ t3ken ° ff Ships and P ut on tracks or rad- 
roads and vice versa. This provides an excellent opportunity to process 

pTont S r £ ey ? bdng taken 0ff 0ne carrier and beforeX Se 
M ln h ^ mStanCe ’ th£ American Midwest ships wheat to 

th At A a A 616 “ iS takM ° ff ** shi P s ’ miUed into flour and 
he flour shipped by tram to the bakeries of the Eastern markets Or 

petroleum is brought by ship to New York, there refined, and the petro- 
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leum products are sent to other cities. Or cattle is brought from the 
interior by rail to Buenos Aires, there slaughtered, tinned or frozen, 
and shipped to foreign markets. 

A diagrammatic analysis of the advantages of a transshipment point 
is presented in Figure 7 for a one-material, one-market concern such as 
our steel-box manufacturer. Let us say that steel is produced at M, 
which is separated by a sea from B, from which there is rail connection 



Fig. 7. Transport costs involving a transshipment point. 

to the market at C. The curve of assembly costs is a — b — c — d, 
where a indicates the costs of putting the steel on a ship and taking it 
off, b the costs of moving the steel across the sea from M to B, c the 
costs of putting it on and taking it off the train, and d the costs of 
moving it from B to C. The curve of distribution costs is e — / — g — 
h, where e are the costs of moving the boxes from M to B across the 
sea, / are the costs of putting them on and taking them off the ship, g 
are the costs of moving them from B to C, and h the costs of putting 
them on and taking them off the train. The top curve represents the 
total costs of transportation, and is the sum of the other two curves. 
Because of terminal and transshipment costs it has three low points: if 
the plant is located at M, the costs will be e + / + g + h; if it is lo¬ 
cated at B, the costs will be a + b + g + h; and if it is located at C, 
they will be a -)- b ~f- c d. In Figure 7 all three are shown as having 
the same total transport costs, but which will be best will depend on 
the particular values of the components in each case. Ports owe their 
growth to the fact that they often turn out to be the best location. 

The existence of a transshipment point clearly depends on the tech¬ 
nology and development of transportation. Thus, some believe that the 
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me V ntbv m wl°f ^ ?' SeaWay ’ whidl P ermits direct ship- 

ment by water from the Midwest to world markets, may affect adversely 

ooims^ & \ BU5 u° 3nd M0Dtrea1 ’ Whkh have been transshjmem 
' ™ ere baV£ be “ mstructive instances of artificial transshipment 

frigid T I railroads of different gauges meet ’ ° r whe ^ 

mnn . t p d networks servm s a city have purposely refused to inter¬ 
connect. Even such trivial breaks in transportation can bring about 
ocal development. Within cities, commuter railroad and subway sta¬ 
tions represent transshipment points for those who use them and 
generally foster development of local centers of activity. Looking into 

mlfT’ W6 t U speculate the Possible effects of the develop- 

ment of craft that travel on a cushion of air, able to move indifferently 
over land or water. It would seem that should such craft prove to be 
economical, they would seriously threaten the age-old pre-eminence of 

LOCATION OF INDUSTRY WITH MANY RAW MATERIALS 

analyS1S of the i° catl °n of firms with one market and one 
source of raw material we used diagrams (such as that in Figure 3) of 
only two dimensions: the horizontal for the distance, and the vertical 
.!'J e C0StS of transportation. But when we consider distances between 
“. ° r m °, re locatlons > a one-dimensional straight line is not enough 

N Dee l a maP ’ WkCh USeS UP the tW0 dimensions available on a 
Pg , th f 00518 of transportation require a third dimension Al- 

modds i, „r°“ U ** P ° SSibIe “ ™ k with ttree-dimensional 

H I 0 3 ° aly f these cases ’ - there is, however, a simpler way of han- 

JJ® 5 I * 6 UPPg " Part ° f HgUre 8 the transport costs from some 
point A are shown much as in Figure 6, except that we are considering 
the possibility of movement in both directions from A. In reality w t 
have m mind movement in every direction from A, so that the transport 
costs wouid look like a windblown umbrella as shown in the side- 

lit? 6 the St6m represents the terminal costs, and the um- 

cosfs seen tomT 61116111 C ° StS ' ^ ^ ^ ° f FigUre 8 shows the 
wohSV^ ? s , m a map ‘ ^ $2 leve l of transport costs 

so forth f’ ^ $3 leVd a larger COncentric circle > *>* 

o forth. The meaning of each circle is that one unit of whatever is 

cost^At 5 P itfelf r01 ^ A CaD h u CarriCd t0 any P ° int “ the circle at that 
cost. At A itself, of course, the transport costs are zero 

M a °nTt r n0 a th n l0Cati ° n ° f " Which uses two materials, 

Ml d and sells lts Products at a city C. It is necessary to stand- 
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Fig. 8. Transport costs: three diagrammatic representations. 

ardize the quantities per unit of product; let us say that for one unit 
of product we need two tons of M x and one of M 2 . We find that ter¬ 
minal costs per ton are $1.00 for M x and for M 2 , so that terminal costs 
per unit of product are $2 for M x and $1 for M 2 . Movement costs per 
ton are $0.67 per hundred miles for M x and $1 for M 2 . Movement 
costs per unit of product, therefore, will be $1.34 for M x and $1 for 
M 2 . The terminal costs for the product are $3, and the movement costs 
$1 per hundred miles. 
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Fig. 9. Isotims and isodapanes 


Assembly costs from M t (isotims) 
Assembly costs from Mz (isotims) 
Distribution costs to C (isotims) 

Total transport costs (isodapanes) 

for a firm with two materials and one market. 
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We may now carry out the analysis as in Figure 9. We draw around 
Mi the transport costs for the two tons needed per unit of product, 
shown by the thin continuous lines in Figure 9. These curves are called 
isotims . Similarly, we draw the transport costs of moving the necessary 
quantity of M 2 , shown by the dashed circles. And finally, we draw the 
isotims for the product, centered around the market at C, shown by 
the dot-and-dash lines. The total transport costs at any point will be 
the sum of the isotims; for instance, at point X the costs of bringing 
two tons of Mi are $10, the cost of bringing one ton of M 2 are $4, and 
the cost of delivering the product to C is $8. Total transport costs, 
then, are 10 + 4 + 8 = 22. As total transport costs are calculated 
over the map, points with the same total costs may be joined. The re¬ 
sulting lines, shown by the heavy solid curves in Figure 9 are called 
isodapanes, and constitute a mapping of total transport costs. 



To locate the plant, we want to find the point of least transport costs. 
The isodapanes in Figure 9 show a low point in transport costs at point 
A within the $20 isodapane. In many cases the true minimum may be 
at such an intermediate point; that is to say, at a point which is neither 
one of the sources of materials nor the market. In this case, however, 
the intermediate location A is only a relative minimum. Location at 
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M 1 results in only $19 transport costs ($10 from M, and $9 to C)- 
and location at C in $18 total costs ($10 from and $8 from M 2 ).’ 
The best location, therefore, would be at C. The minimum found by 
isodapane mapping should be checked against location at the sources 
of materials or at the markets to insure that the true minimum is found. 



By this method we may consider a problem involving any number of 
points. Figures 10, 11, and 12 deal with an industry with three markets, 
Ci, C 2 , and C 3 , and three sources of materials, Af ls Af 2 , and M 3 . For 
simplicity, let us say that terminal costs are insignificant, although they 
could be considered just as they were in the discussion of Figures 4 6 
and 7. ’ ’ 

The firm sells 20 per cent of its products at C u 30 per cent at C 2 , 
and 50 per cent at C 3 . In this case we may observe in advance, from 
the rule of median location, that the minimum of these distribution 
costs must be at C 3 . However, a full mapping of the isotims of distri¬ 
bution costs will be necessary to combine with the assembly costs to 
find total transport costs. Since the proportions shipped to each market 
are known, we may draw a set of isotims for each market. If the trans- 
P° rt ** e P er 111111 of product is $4 per hundred miles, we may consider 
that 0.20 of that unit will be shipped to C u at a cost of $0.80 per 
undred miles; that 0.30 units will be shipped to C 2 at a cost of $1.20 
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Fig. 12. Isodapanes: sum of isotims in Figures 10 and 11. 

of the markets, and they may be summed (in the same way as in 
Figure 9) to obtain a set of distribution costs isotims. The resulting 
distribution costs isotims are shown in Figure 10. Note that the lowest 
point is indeed at C 3 , where distribution costs are $8.65 per unit. 

Similarly, we may draw the isotims for each of the raw materials and 
sum them to obtain an isotim mapping of assembly costs, as has been 
done in Figure 11. The basis of this mapping is as follows: 



M 1 

m 2 

M, 

Units of material per 
unit of product 

2 

1 

1 

Rate per unit of 
material per 100 miles 

$0.50 

0.50 

2.00 

Rate per units of 

material necessary per 
unit of product 

$1.00 

0.50 

2.00 
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Now, total transport costs (isodapane mapping) may be obtained by 
summing the isotims of distribution costs (Figure 10) to the isotims 
of assembly costs (Figure 11). The result is Figure 12. Minimum total 
transport costs will be at point P, where they will be $19.70 per unit of 
product, and the firm would locate there. Clearly, this minimum must 
always be within the polygon whose vertices are the locations of the 
markets and materials. 

It would have been possible, of course, to have added the six sets of 
isotims (from M 1 , M„ Af„ to C 1; C 2 , C 3 ) at the same time, but having 
so many lines in one map is confusing, and it is easier to do it by parts. 


PRODUCTION COST DIFFERENTIALS 

Suppose that at point L in Figure 12 there is a city with surplus 
labor, so that wages are lower than elsewhere. The manufacturer wants 
to know if he should locate there rather than at P. He would calculate 
the savings per unit of product that cheaper labor would imply, con¬ 
sidering both the wage rates and the efficiency of that labor. If the 
saving is, let us say, $10, L would be the best location, since total 
transport costs at L are shown in the isodopane mapping as $25.50, as 
compared with $19.70 at P. The extra transport costs, then, are $5.80, 
leaving a net savings of $4.20. We could consider, similarly, another 
point such as T, where there is a tax saving of $1 per unit of product 
(would T be better than P?, better than LI), or any other point at 
which special conditions obtain, such as special climatic conditions as¬ 
sociation with other activities, and so on. 


MARKET AREAS 

If a firm needs a certain raw material that may come from either of 
two sources, the choice of one source or the other will depend on the 
location of the firm. But to decide the location of the firm we must 
know which of the two sets of isotims to consider. To do this we de¬ 
limit the areas best supplied by each of the alternative sources, and 
consider only the isotims of the preferred source within its market area. 
In other words, we construct an isotim mapping for the material, rather 
than for the sources as such. 

In Figure 13 two alternative sources M and M' of one material 
are considered. In the upper part of the figure are shown the de¬ 
livered costs from each of the two sources. The stems are the production 
costs for the material plus the terminal costs, while the gradients are 
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the costs of moving the material over space. It can be seen that to the 
left of A, M can deliver more cheaply, while to the right of A, M' has 
the advantage. In the bottom part of the figure, the analysis is carried 
out by curves similar to isotims except that the cost of production as 




Fig. 13. Market areas: identical production and transport costs. 

well as that of transportation is considered at every point. The line 
A-A (the perpendicular bisector of the line M-M') is the market 
boundary between M and M'. In constructing the isodapane mapping 
we would use isotims centered about M to the left of A-A, and isotims 
centered about M' to the right of it. 

In Figure 14 another case is considered, where production costs are 
greater at M' than at M, but transport rates are the same. The re¬ 
sulting market boundary is an open hypercircle A-A ( similar to a 
hyperbola), as shown in the figure. In Figure 15 a case is shown for 
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which transport rates are higher for M' than for M. The market area 
of M' will be that bounded by the closed hypercircle A-A. This situa¬ 
tion might arise, for instance, if we were considering coal mines, and 




Fig. 14. Market areas: different production costs and identical transport 
rates. 

the coal produced at M' were of inferior quality, so that greater quan- 
tities per unit of product are necessary. 

This analysis holds as well for determination of the markets of firms 
of known location if their pricing policy is such that the customer bears 
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the transport costs. However, if the producers charge the same “list” 
price everywhere, their markets could not be determined in this way. 
It would depend on the policy of the producer with respect to how far 




Fig. 15. Market areas: different transport rates. 

he would be willing to ship his products when he himself absorbs the 
transport costs. Moreover, in some cases firm s may engage in quite 
elaborate price wars to capture certain markets, or may be able to sell 
in certain areas even at higher prices because of advertising. 
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jxjCOMPLICATIONS 

J*?* Preceding ^strations isotims have been shown as evenly 

r “ C C1IcleS - The econom ies of longer hauls, which were 
reflected m a curvature of the transport gradient in Figure 4 will be 
reflected m mcreasingly wider spacing of isotims with increa ™ dt 
tance from the source. g 1S 

Fhere are other realistic features that may be considered by the use 
of isotims. We have been assuming that transportation is equallv 
possible m all directions. But if we realize that there exist roads and 
railroads only m some directions, we see that, rather than perfect 
cucles, isotims will take forms more similar to starfish, with arms ex¬ 
it mg aong the transport routes, as in Figure 16, where A-A and 


B 



1 * 10 . 16. Isotim considering transport network. 

B Jj X n highways ° r ra0roads and a Single isotim is shown. Although 

£ t ZTTX ““ C t0 M ’ h iS 38 eXpensive * since pS 
of the travel must be over routes inferior to A-A. Similarly, we could 
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consider the effects of intervening seas or lakes, mountains, or tariff 
barriers, routes with fixed stops that may require some backtracking 
to reach certain points, and so on. All of these will complicate the 
geometry of the isotims, but not their logic: an isotim is a curve over 
a map that joins points of equal transport costs. 

SOME TERMS AND SHORTCUTS 

The analysis thus far could to some extent be paralleled by a device 
of strings, pulleys, and weights where, disregarding terminal costs, the 
weight at each material or market point is proportional to the weight 
per unit of product times the relevant transport rate, and all the strings 
are tied together at one knot. This knot will come to rest at the optimal 
transport location. More formally, the pull at each point is w^i, where 
Wi is the amount of i necessary per unit of product, and n is the cost 
of moving one unit of i a given distance. For the product itself, wi is 
unity if there is only one market, and the proper fraction if there is 
more than one market. The quantity w^i is called the ideal weight. 
Clearly, if one of these ideal weights is greater than the sum of all the 
others, it will pull the knot right to its pulley. Such an ideal weight is 
called a dominant weight; represented formally, w^j is the dominant 
weight when Wfj > 2J wpi, i^j. The significance of the dominant 
weight is that if there is a location with the least transport costs, it 
will be at the source of the dominant material (or at the destination, in 
the case of the product). Therefore, it is not necessary to do the isotim- 
isodopane analysis, since we know the answer. It will be noted, of 
course, that this is no more than the principle of median location in 
another form. 

But what if there is no dominant weight? If we disregard terminal 
costs, this means that the point with least transport costs will be with¬ 
in the polygon formed by drawing the lines between the various sources 
of materials and markets, but not at either a source or a market. In 
other words, the full analysis must be carried out, and because of 
terminal costs the low point of transport costs within the polygon must 
be compared with the costs at the various sources and markets. Thus, 
the best location may, after all, be at one of the terminal points. 

In the production of some goods, much of the materials is wasted 
or expended: dirt is washed from ore, material is cut into shape, 
chemicals are used up. In such cases, of course, the product will weigh 
less than the materials that go into it. Such industries are called 
weight-losing and are often material-oriented . The classical example of 
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f r ° n T* Sted indUStry ’ Which burned S reat quantities 
of coal per ton of product, and therefore was usually found in coal 

quantitief ofcoa'l M °?“ te , Chn ° logy ’ however - ba * greatly reduced the 
ind ustry ’ f UCCd thC material " orie ntation of the 

Conversely, there are cases in which the product weighs more than 

re ( ™em r 'fV hal 8 ° ““i*' ™ S strail « e - s «'™8 phenomenon is quite 
Jqnent, and may stem from either of two source*. He freight Me 

. .. C pro ac! may be ver y high, because of refrigeration, fragility great 

the ideal weigh, of the product C 

Tte ote Ilf W,th ” me . 8lass P roducK »nd precision machinery 

a7wa» LT f f “°” “ ,he ““ 0t “ " bi 1“ i *°" s material, such 
as water or air, which is available everywhere and thus does not need 

alt^ahOnTf H ^ “'’T 10 ” 5 mattriak * ”« i 
weigh,-gatnmg and often is marlcet-oriented. Uptime example 

Si'lTean^ Pr 0 dl f i0 ”' " «theHr 

maricets. But calling an industry material-orientated or market ori 
eutaw only tells us of a tendency. These terns '“verbal stags' 

particular firm T*** ° f d ° minant wei S ht > but less precise. For any 
S toio^ 1 ,S “ do a M “ »= «r«ain Of its 

We have been considering industries which find transportation costs 
of p ramount importance in selecting a location, that is 

ZllT\ md f StneS ' TypicaUy these are industries with a high bulk-to- 
vdue ratio for materials or products; or to be more precise with Meh 
ideal weight-to-value ratios. For other industries, especially’those whh 
ahigh value-to-bulk ratio, other considerations may be more important 

t0 ^ ^ ^ > ™ d ™nt'cheap 0 labor 
Tr nted ’ 3nd * haaiaam is ****** to%heap 
emerging that might be P °^~ onented - Another type of orientation is 
suchtselectrnS n c ^ ame ^y-onentation. Research industries, 
f v . ’ have sma11 transport costs but need very specialized 

“a e ctoSf M '\ T0 f' raCt the " ^ Bm ‘ ottt " Ibba “ wtae 
mentioned a rr b fvuntages. The Worcester manufaemrer 

mentioned at the beginning of this chapter was in a seme 
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g ted with the analysis of transport costs 

Str “ 8 l0Cati ° Ml particularly 

industries that are not transport-oriented, are often called loo,-l,me, and 



LOCATION THEORY 


101 

there is good reason to believe that technical developments are making 
more industries foot-loose. In the first place, in the long run, transporta¬ 
tion tends to become cheaper, quicker, and more efficient, lessening 
transport-orientation. Second, production processes tend to become 
more efficient, requiring less materials per unit of product, thus re¬ 
ducing total transport costs, and, incidentally, increasing market orienta¬ 
tion. Finally, products themselves are improved and made more effi¬ 
cient, so that they do more of a job per unit of weight. 

CONCENTRATION AND DISPERSION OF INDUSTRY 

Does increasing foot-looseness mean that industrial activities will be¬ 
come increasingly dispersed? Probably not. Foot-looseness simply means 
that transport costs are relatively less important, not that one place is 
as good as any other. Industries may now be attracted to areas of good 
weather, either because it is important to their operations (as in the 
case of the aircraft industry), or because it will be attractive to their 
workers (as in the case of some research industries). Or they may be 
attracted to special site advantages, or to cheap labor, or, perhaps most 
important, to contacts. These contacts are infinitely varied in their 
forms. They may be managerial exchanges, where vital information is 
exchanged casually over lunch, or close supplier-customer coordination, 
or the chance remark that discloses an unsuspected opportunity, or the 
shoptalk of technical people that stimulates new ideas. The importance 
of contacts will probably increase the attraction of large urban centers 
for many industries, and lead to further concentration. 

Concentration in cities does not necessarily mean concentration in 
downtown. We are using the word city in its technical sense of the 
geographic extent of the area of homes and work places of an urban 
concentration. Thus, by “city” we may mean a metropolitan area, cen¬ 
tral city and suburbs. Since World War II, much of the industry in 
metropolitan areas in the United States has moved to the suburbs. The 
principal reason for this movement is that plants need more land be¬ 
cause one-story buildings are better suited to today’s production proc¬ 
esses and because vast areas are needed for workers’ parking. Since 
much more land is needed, plants go to the suburbs, where it is cheaper. 
The increasing shift from railroads to trucks has helped to make this 
possible, since trucks are more versatile and can better service industry 
dispersed over a metropolitan area. This dispersion or decentralization 
within metropolitan areas has sometimes been confused with a national 
dispersion. 
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Although it is hard to generalize about industrial location patterns 
within cities (both because we know little about it and because much 
of what we know requires very cumbersome technical description), one 
frequent pattern or life cycle of industries has become relatively recog¬ 
nizable. It is similar to the cycle of residential migration for American 
families: young couples or those recently arrived from rural areas live 
at first in small apartments near the center of the city. As the families 
grow or the rural immigrants become adapted, they tend to move to 
newer houses in the suburbs. Similarly, many new industries get their 
start in the old buildings near the center of the city, where they can 
rent space relatively inexpensively. When the firm becomes successful 
and needs more space, it frequently builds its new plant in the suburbs. 
In our sense of the word, this is a move to another part of the city, but 
not a movement out of the city. 

HOW IS IT DONE IN PRACTICE? 

We have been discussing the logic of the location of industries. But 
the question may be raised whether businessmen or project planners do 
in fact follow the methods outlined here. Many, of course, do not. In 
many cases the decision is made almost by whim: the businessman may 
simply operate his business in the town in which he was bom and 
raised, or in a city that has persuaded him with a clever pro¬ 
motional campaign. However, irrational decisions in a competitive 
economy usually pay a heavy penalty. The “survival of the fittest” will 
mean that, however the decision is made, it will be those industries 
which are well located that will survive and become important. A 
planned economy would suffer similarly from inefficient locations, al¬ 
though the cost of the inefficiency may be dispersed throughout the 
economic system. The reader is reminded, however, that here we are 
considering the point of view of the firm or, in the planned ease, that 
of the project. As discussed in the introduction to this volume, regional 
considerations may in some cases justify higher costs from the point of 
view of the project in pursuing such goals as the development of a 
depressed region. 

The majority of businessmen do not consciously go through the 
analysis in the form presented here. They arc familiar with the opera¬ 
tions of their industry, they know where their markets are and where 
their raw materials come from, and from this general knowledge can 
pick the likeliest spots and investigate them further. The business¬ 
man will then, if he is prudent, do a careful comparative examination 
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of these alternatives. He will check transport costs, frequency of 
schedules, labor availability, rates, quality, and organization, power 
costs, local taxes and prospects, available sites, climate, the housing 
situation, educational opportunities, availability of finance and cost of 
borrowing, local regulations, and any other factors of importance to his 
operation. This type of analysis is quite difficult, however, and most 
businessmen do not have within their staffs people with the trai nin g 
and experience to do such investigations. Consequently, businessmen are 
increasingly turning to location consultants to help them make a 
decision. These consultants do follow the logic that has been outlined, 
although often with differences of style. 

LIMITATIONS OF THIS ANALYSIS 

We have been examining the underlying logic of the location decision 
from the point of view of the firm or of the project, but, of course, 
only m outline. We have concentrated on transport costs because these 
vary in a patterned way over space, and only touched on such things 
as labor costs and taxes, which vary in no regular way. For these, all 
that is necessary is to compare the savings per unit among alternatives, 
setting off a savings here against an extra expense there to arrive at the 
total localization economies. Certainly there is no theoretical difficulty 
here. But the theory has little to say on some important topics which 
remain matters of judgment rather than of scientific analysis. I shall 
briefly discuss some of these. 

Demand has been taken for granted: we have been saying that we 
know where the markets are and how many units they want. This, of 
course, is not always a cut-and-dried matter. The demand may vary 
for many reasons, price often being the most important. Therefore, when 
a producer may sell in several markets, the delivered price of the prod¬ 
uct and the quantities sold at each of these markets may depend on 
the location of the plant. At the same time, the scale of operations of 
the plant affects the unit costs of production. Thus, it is quite possible 
that a plant may choose a location where transport costs are somewhat 
higher per unit than the minimum possible, so that it may sell its prod¬ 
ucts to a city that would otherwise be outside its market area, and thus 
obtain a volume of production sufficient to reduce the unit production 
costs. And, of course, very often decisions are made in the face of 
competition. There may already be a firm producing the same thing at 
the point of minimum transport costs, so that if the new plant located 
there, it would be fighting for the same customers. It may be better to 
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locate at some point with higher transport costs, but where the firm 
can have to itself some customers that are now distant from the 
existing plants. Further, when a firm makes a decision it must keep in 
mind how its competitors are likely to react. And finally, many firms do 
not make just one product. A shoe factory makes many sizes and styles, 
and perhaps wallets and luggage. A chemical plant can turn out 
thousands of different combinations of products by slight changes in 
the processes it uses. Therefore when the firm considers alternative 
locations, it must also consider variations of its “product mix.” The 
combination that may be best at one location may not be best at 
another. 

All of these are in essence complications of the basic theory, and 
although the analysis may be long and difficult, fairly good answers 
should be possible. But there are problems of another type, involving 
things that are hard to quantify. Perhaps the principal one is that of 
external economies. These are the advantages or disadvantages that 
arise from the close proximity of the plant to other activities. For in¬ 
stance, a group of plants may use a machine-repair shop jointly, rather 
than each having its own. Among the disadvantages, higher rents and 
insurance rates are often mentioned. However, many of these advantages 
and disadvantages are very hard to measure. How much is it worth to 
have access to a good tax lawyer, or to be able to visit a supplier or a 
customer in person, or to have a first-rate printer to do a report, or 
to be able to receive some supplies within minutes of ordering? On 
the other hand, how much does it cost to fight congested traffic? It is 
not only hard to measure these advantages and disadvantages, it is 
often difficult to identify them. For instance, one large office that moved 
out of the city into the country was forced to return when it discovered 
that it could not get girls to work so far away from marriageable men. 
On the other hand, one research concern moved from a big city to a 
small town in order to keep competitors from raiding its technical 
personnel. 

Further, and most difficult of all, are the problems of uncertainty 
and of time. The future is usually uncertain: tastes may change, there 
may be a technological revolution, tax laws and customs duties may be 
revised. In short, when decisions are made, it is only rarely that one 
can be sure of the exact results. Some interesting new work is being 
done in location theory to take uncertainty into account in the location 
decision, but so far only a small beginning has been made. In general 
terms, the new theory tries to estimate the costs and benefits of al¬ 
ternative decisions in the light of the probabilities of different things 
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h a ppening. This, of course, is what businessmen themselves try to do. 
For instance, an American businessman will be attracted by a 10 
per cent return on investment in the United States, but he will not be 
interested in a similar investment in an unstable foreign country unless 
it pays 30 per cent or more because of the danger of revolution, ex¬ 
propriation, severe restrictions, and so on. Thus far one of the most 
interesting conclusions of these investigations is that there often is no 
single best strategy for the businessman. He may choose to act boldly 
for big gains or losses, or conservatively for smaller ones, both being 
rational possibilities with the choice depending on the goals and atti¬ 
tudes of the businessman. 

Uncertainty aside, the question of time itself is not sufficiently con¬ 
sidered in the existing location theory. The decision that is best in the 
light of today’s situation may not be best at some future time: produc¬ 
tion methods will change, and transport routes and costs, as well as the 
tastes, location, and resources of customers and the nature of the com¬ 
petition. Even when these changes can be predicted with certainty, we 
do not have a fully spelled-out method of making a decision that will 
be best over a period of time rather than at a moment in time. Such 
a theory would seem to be possible—in fact, not particularly difficult to 
develop—if we are willing to grant that all the relevant changes can be 
predicted with some accuracy. To combine time and uncertainty in a 
meaningful method of analysis will be much more difficult, but may be 
possible. It is clear, however, that there may be no single best answer, 
but that the choice would depend to a large degree on “time prefer¬ 
ence”: whether to try for early profits or for larger later ones. Both 
may be rational choices. 
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g. The Nature 
of Economic Regions* 

August Losch 

Impressed by the accidental way in which states are created and 
smashed, we are looking out for a more natural and lasting spatial 
order of things. Geographical and cultural regions, however, 
are from an economic point of view just as artificial units of refer¬ 
ence as states are. True enough, they all are of some economic 
relevance, but this does not alter their essentially non-economic 
nature. Important as their balance of payments, their price levels, 
their barter terms of trade may be for them, to us these averages 
and aggregates are entirely arbitrary and accidental. It is inde¬ 
pendent economic regions that we here discuss, regions not derived 

from but equivalent to those political, cultural, geographical 
units. 

Evern if we already knew the characteristics of economic regions 

which we do not their counterparts in the world of reality 
would be likely to differ more from each other than from an ideal 
picture. Hence studying the ideal region is both the only way to 
learn about the essential, and the first step towards investigating 
the actual structure of any real economic region. So we shall deal 
first with the theoretical nature of such regions, and second with 
their actual existence. 

I 

Let us start from very radical assumptions in order to prevent 
any spatial differences of an uneconomic origin from hiding in our 
starting points. We assume a vast plain with an equal distribu¬ 
tion of raw materials, and a complete absence of any other inequali¬ 
ties, either political or geographical. We further assume that 
nothing but self-sufficient farmyards are regularly dispersed over 
that plain. How can any spatial differences possibly result from 
this initial situation? 

* Reprinted from the Southern Economic Journal, VoL 29 (Aug. 1963). 
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. Supposing one of those farmers tries to produce a certain com¬ 
modity beyond his needs, will he be able to sell the surplus? He 
will be helped by the economies of large scale production, and 
handicapped by costs of transportation. Will the balance be in 
his favor? If his neighbors all have a similar way ofTiving, the 
demand curve of one of them will be typical for the others as well. 
Let us assume d in Figure i to be such an individual demand curve 
for beer. OP being the price at the center of production P, the 
demand of the people living there will be PQ. PR being the 
freight from P to R, the demand of each of the people living in R 
is RS. Farther out, at F, where the freight is PP, no more beer 
will be sold. Hence PF is the maximum shipping radius for beer, 
and the total demand within that radius is equal to the volume of 
the cone which we get by rotating the triangle PQF around PQ 
as axis. Figure 2. shows that cone. To repeat: its volume, 
corrected for the density of population, is equal to the total pos¬ 
sible demand if the price at the factory is OP. For other prices 
at the mill we get other cones of demand, and as a final result the 
curve A of Figure 3, that represents the total demand as a function 
of the price at the mill, x of Figure 3 is a so-called “planning 
curve,” showing the minimum costs at which a given output could 
be produced if a new factory had to be built for that purpose. 
Only if the planning curve x intersects or is to the left of the total 
demand curve A, is it possible for our farmer to run a brewery. 
Otherwise he would produce at a loss. 

The shape of a trading area, however, is not a circle, as we have 
so far assumed. For even if the whole country were filled up with 
such circular areas that are close enough to just touch each other, 
a number of people could still successfully try to enter the brewing 
business. For all the black corners in Figure 4 are left unused, 
and moreover, as has been shown by Chamberlin, 1 the size of the 


1 For those not acquainted with Chamberlin’s theory it may be worth while to point out 
that his argument is based mainly on two facts: (i) Due to product differentiation, of which 
differentiation of the seller’s location is just a special case, the demand curve facing the 
individual seller is not horizontal (as in pure competition where the product is perfectly 
uniform) but has a negative slope. If c.g. the seller raises his price, not all his customers 
will buy from his competitors as in a perfect market. To a number of them the special 
advantages (e.g. of convenient location) offered by him will be worth the higher price, (i) 
As long as the demand curve is to the right of the cost curve the extra profits thus possible 
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individual firm will be reduced from MN to M'N' (in Figure O 
without rendering it unprofitable. The way to make use of the 
corners is ^ change the shape of the area into a regular hexagon. 
This will shift the curve A slightly to the left, as the hexagon is 
somewhat smaller than the circle that circumscribes it. More- 
over, by Chamberlin’s operation the size of the hexagon will be 
re uced until it is so small that the corresponding demand curve 
A just touches the offer curve in N'. Now apparently no more 
people can enter the brewing business. 2 As the largest possible 
shipping radius results in a total demand MN, so the necessary 
minimum radius must yield the demand M'N'. Figure 4 shows 

rang d c eVelOPmeQt ^ ^ W ^ Smallest P oss ^ ble shipping 

Two other possibilities of avoiding black corners are conceiv- 
able, namely the square and the triangle. But it can be shown 2 
at t e hexagon has an economic advantage over both: it affords 
the larger demand per square mile, provided the total area is the 
same in all cases. Tie hexagon is, therefore, the most economical shape 

- IT areaS -. u For evei T commodity, a trading area in the form 

oi a hexagon with a characteristic inner radius p is necessary and 
sufficient to render the production of this commodity profitable. 
The trading areas of the various products look like nets of such 

th^n?’ fr ° m J Cry Sma11 OQCS t0 ver P kr S e 0Q «, depending upon 
the product. We can throw these nets over our plain at random. 

spite of the resulting disorder, every place on the plain would 
have access to every product. Several considerations, however 
which can only be mentioned here, suggest a more orderly and at 
the same time more economical arrangement. In the first place 
we ay our nets in such a wa y that all of them have one center of 

rlLrrt r competitors - ^ seu aaw du* 

hctuy^ Thi’ “i? Is Ta l0CaM J thCir bUSineSS “ “ pkC “ more lenient for part of 
the buyers. This will shift the demand curves of the old establishments to the left until thev 

T? f J T CUrV “ and ^ ' Xtta P rofc ^ wiped out. (See E. Ch ibeTn T hl 
Theory of Monopolistic Competition .) ^ '-namDeriin, lie 

dis^t^T hCrC P ° SSibility ° f rCdUCiDg thc through spatial price 

° Wb ; ISt a m0re accurate and detailed proof is too lengthy for this short paper, the plausi¬ 
bility of our assertion can readily be seen from the fact that the regular hexagon has the 

a vantage over the circle of using up all the territory, without departing as far from the 
ideal circular shape as either square or triangle. P t ug as tar trom the 
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production in common. This point will enjoy all the advantages 

rent^T th d ' SCCOndl,r ’ "" tum thc «0«n4 «Us 

center so that we get sir sectors where centers of production are 

FiXSVandT Wkere thCy *““*• “ is sho '™ °“ 

ignres rz and 13. This arrangement does no. deprive any place 
of its access to every product, and at the same rime provides for the 
best lines of transportation. It can be shown thai the aggreglre 

S” “ 1 the final result is a compliired but 
orderly system of market areas. How many of these self-sufficient 
systems will come into eristence on our plain depends merely upon 
the commodity which has the larges, necessarf shipping radto 

city 8 “ tllcrc n ° economic lilMts to the size of the central 

,hf?° rC S “L ki ”, S ?°“ 0,11 rcsult th “ an y particulars is the fact 
that we suddenly have crowds of economic areas on a plain which 
we deprived of all spatial inequalities a, the outset We fa, 
have the hexagonal market area surrounding every center of 
product,on or consumption. Second, we have f net of sni “eas 

mLTnZr 7' *** thW> WC W 1 systematic arrange- 

• h , C G ^ tS market areas of the various commodities. It 
s the latter the self-sufficient system of market areas as shown in 
Figure that I should like to call the ideal economic region 

pa“ ptp^ find in rcalit7 wm be “ in 


aT1 t S , S0 ° n 7 we the assumption of a uniform plain, the size 
a d shape of our market areas evidently become irregular. More- 
oyer, if we no longer stick to the supposition of a uniform product 
the individual areas for the same line of production overlap and 
may consequently be full of holes particularly near the periphery 

InVhW kft Where our ^Ptions are 

roughly fulfilled and where our results, therefore, must hold true 

MindkatT m ° dification ’ as factual investigations indeed seem 

, h AS d*° rC CCQC< f S of production coincide more consumers are able to buy from local mill. 
miC 0T1 Z otdy the maeage of tt “ sporM but the 
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Actually it is not quite accurate to compare the numerous market 
f a 5 C n a 7 i a co “ mod it 7 to a net. Due to the overlapping just men¬ 
tioned they often rather resemble fish scales or an irregular layer of 
s a sos ate. In spite of this modification the essential character¬ 
istics of a net are mostly retained, and as a matter of fact most of 
the maps showing trading areas that were prepared either by 
scholars or by business men do not give any consideration to the 
overlapping at all. Far more important than this modification 
of the structure of our nets are the changes in their extension. In 
some instances, for which bakeries may serve as an example 
( igure 7) the nets still cover the whole territory under considera¬ 
tion. In fact, a survey made by the author of about half the 
American industry* would seem to indicate that the importance 
this type of production is rather underrated. Nevertheless 

S C J C 7 DetS n r ^ kaSt CCntCrS are oftcn impressed on a 
a , r dy n Sma l , SpaC !: u an r d we ma F s P eak then of belts and dis- 
t lets respectively. The former case may be exemplified by the 

e of the areas of supply of the cotton gins that is naturally limited 
by the cotton belt. And an illustration of the concentration of 
the centers of production only are the mines in a coal district (see 
Figures 8 and 9 respectively). Instead of tracing out the areas 
which is a very difficult task, we can show their character just as 

each JthJr^Th^ 1 ^^ m “ imum dista nce of their centers from 

single Wl ThlS u d T C m lgUrCS IO and not for centers of a 
^ production but for towns of a supposedly similar economic 

7 ° , In Iowa > Wlth its fa ther equal distribution of produc- 
on, the distances between towns increase with their size, just 
as in our theoretical picture based on assumptions approximately 

ffifhe co Q 1 r a ' ° QthC ° therW ’ thccitiesclus «r 

m the coal districts and show the same distance from each other 

irrespective of size. Such concentrations of the nets or their 

centers may have purely economic reasons such as the advantages 

due to the proximity of many establishments of the same branch 

ofZ 2 l T E rCflCCti0n ° f ^ limitCd ^ogr^hic^l extension 

nature Ttt COQSC f ence akh °ugh not of economic 

nature. It is worth noting, however, that these non-economic 

‘ If mI1 be kdDdcd in a forthcoming book on the laws of location. 
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factors and their economic reflections are not co-extensive. For 
instance, the area where cotton could be grown is larger than the 
actual cotton belt. 

In addition to the limited size of the nets, and the overlapping 
of the individual market areas, a third deviation from the ideal 
pattern is worth mentioning. In our theoretical deduction we 
had to cope with the problem of how the various nets should be 
located, while the distribution of the centers of production within 
a net was conspicuous for its regularity. Actually this too is a 
problem, and a very diflicult one at that. Neither of the two tra¬ 
ditional instruments of determining the geographical distribution 
of production can solve it: the theory of location proper cannot 
because it is applicable only to a single establishment, not to a 
whole industry; and the theory of comparative costs fails because 
it is applicable only to trade between men, not between countries. 
The only adequate solution of the location of all the interdepend¬ 
ent centers of production is a system of locational equations which 
the author hopes to present later. 

The systems of nets come off worse in the real world than either 
the nets or the individual market areas. It is simply impossible 
to arrange all the irregular nets in such a way that they have at 
least one point in common. There exists nowhere either a city 
with a complete set of industries or a self-sufficient region. But 
this is not the worst. We could at least imagine and probably 
find a few actual cases where regions trade their specialties with 
each other through their central cities, and through them alone. 
In such an instance a systematic arrangement of towns as in our 
ideal region would still be conceivable. Actually, however, 
small places which in every other respect entirely depend upon 
neighboring cities are the centers of large market areas. As far 
as their particular products are concerned, even metropolitan cities 
or the whole nation may be tributary to those little places, the 
industries of which neither need nor attract a large local market. 
Furthermore, while the regional system of nets of market areas 
centers in a large city, not every big city dominates such a system. 
Many mining towns, for instance, have not much of an economic 
function towards their hinterland. In contrast with such special- 
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izcd cities, a regional center is characterized by a variety of pro¬ 
duction and trade that links it to the surroun din g country. If, 
now, we disregard all the market areas of the type just described, a 
substructure of economic regions is left. They differ from the 
ideal pattern in the important respect that there are not self-suffi¬ 
cient; they correspond to the ideal inasmuch as they too are based (i) 
on the advantages of a large local concentration of production, 
consumption or trade; (z) on the most economical layout of lines 
of communication. 

This regional substructure can be discovered almost everywhere 
but it is not everywhere of equal importance. Its importance 
can be measured by comparison with those market areas that have 
to be eliminated from a regional analysis as was just pointed out. 
To give some examples: regionalism prevails in southern Ger¬ 
many." The distribution of the undisputed regional centers: 
Frankfurt, Niirnbcrg, Miinchen, Zurich, Strassburg, with Stutt¬ 
gart in the middle is very regular. There should be one more 
center to the south of Miinchen but the Alps make this obviously 
impossible. The rise of Miinchen over Augsburg that had the 
advantage of an earlier start is worth noting. Miinchen has the 
better location from the point of view of our theory. It is right 
in the middle of the region, and at the proper distance from the 
neighboring centers. The German Ruhr district, on the other 
hand, hardly displays any regional pattern whatever. According 
as the systematic or the chaotic distribution of the nets of market 
areas prevails in a given case, we may stress or disregard the re¬ 
gional substructure. From this it follows that while the regional 
concept will be most realistic with respect to some parts of a 

country, it would be difficult and not very useful to divide a state 
up into its regions. 

Finally, as to the relation between economic and other regions, 
it is essential for the regional system of market areas to have a 
center. In rare and particularly fortunate cases these economic 
centers are the same time cultural and political ones, thus becoming 
the true heart of their region, as Paris is for France. 

‘ This has very ably been shown by Walter Christaller, DU Zfntrahn One in SUddeutscbland. 
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To summarize, we found three main types of economic areas: 
simple market areas, nets of such areas, and systems of nets. Or 
if we want to give a popular name to each, we may speak of mark¬ 
ets, belts, and regions. In this sequence they become more com¬ 
plex, more self-sufficient, and unfortunately less real. On the one 
end there are the individual market areas, most simple, most real, 
and most dependent upon trade. The systems of market areas, 
or regions, on the other hand, are very complex; in an ideal case 
quite self-sufficient, but harder to find in reality. Many commodi¬ 
ties are produced and traded outside of any system. And what¬ 
ever systems we do find, overlap even more than the market areas 
of a single commodity. A clear economic region is a fortunate 
accident rather than a natural subdivision of states. Still, beneath 
a sphere of irregular market areas, we find a regional substructure 
of varying importance almost everywhere. Between the simple 
area of sale or supply and the full regional system is the net. The 
geographical extension of these nets or of their centers is often 
small. In this case these belts or districts of production or con¬ 
sumption are very conspicuous, but should still be distinguished 
rom regions. A region is a system of various areas, an organism 
rather than just an organ. 



6. Cities as Systems Within 
Systems of Cities* 

Brian J. L. Berry 
INTRODUCTION 

This paper examines some of the ways in which understanding of 
cities and sets of cities has been advanced during the first decade of 
Regional Science. Originally, I was asked to prepare a paper that re¬ 
views the entire range of urban models, but for several reasons decided 
to take a more limited view. The Social Science Research Council’s 
Committee on Urbanization has recently completed a comprehensive 
review of urban studies, to be published shortly as The Study of Urbani¬ 
zation , 1 and to attempt to duplicate this work in a short paper would be 
as foolhardy as the result would be superficial. Other papers to be 
presented at these meetings will deal with certain kinds of urban 
models (for example those related to metropolitan transportation stud¬ 
ies, or those involving study of the urban economic base via input- 
output matrices) and we will not attempt to duplicate what they have 
to say. 

What, then, is the scope of this paper? Three channels that lead 
toward development of sound urban models are explored and relevant 
implications drawn. By models we mean symbolic models, not those of 
the iconic or analogue kinds . 2 Further, the symbolic models of interest 
are those that provide idealized representations of properly formulated 
and verified scientific theories relating to cities and sets of cities per¬ 
ceived as spatial systems. Any scientific theory logically comprises two 
parts: 

(a) Simple inductive generalizations drawn from observable facts 
about the world. 

( b ) Abstract logical constructs. 

It is the coincidence of deductions drawn from the logical constructs 
and inductive generalizations drawn from fact that makes for a valid 

* Paper presented at the Annual Meeting of the Regional Science Association, 
Dec. 1963. 
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scientific theory. Ten years ago urban studies were in an either/or 
situation; either inductive generalizations or logical constructs existed, 
the former as likely as not produced by urban geographers and the 
latter by urban economists. As the word model became fashionable, 
both called their products models, but neither had models of theories in 
the strict sense. 

The importance of the last decade has been that the twain have met 
through the medium of Regional Science. Moreover, the meeting came 
just when quantitative methods of analysis, facilitated by rapid develop¬ 
ments in computer technology, began a technological revolution that has 
wrought havoc throughout the sciences. What more shattering change 
could there be than one which facilitates the large-scale studies that 
lead to specification of strength of belief in inductive generalizations, 
allow objective testing of the degree of coincidence between inductive 
generalizations and deductions from logical constructs, and ease repli¬ 
cation? The technological advance has meant more, however: virtual 
elimination of the once lengthy gap between problem formulation and 
evaluation of results; sharpening of the questions asked; initiation and 
completion of experiments of a size unthinkable under earlier technical 
conditions; and many more. 

The meeting, then, was timely. Inductive generalizations could be 
eased toward theory; logical constructs could be faced with the ultimate 
test of reality and new kinds of empiricism and experimentation could 
be developed. These are the three channels discussed in this paper. 
Examples are presented in an expository rather than a rigorous manner, 
since each has been elaborated elsewhere. The conclusions of the paper 
are that urban models are the same kinds of models as appear in other 
kinds of systems inquiry. Urban theory therefore may be viewed as one 
aspect of General Systems Theory. Viable avenues for future urban 
research might therefore be identified by looking at those other aspects 
of General Systems Theory that are relatively well advanced, to see how 
they reached this more developed position. 

INDUCTIVE GENERALIZATIONS IN SEARCH OF A THEORY 

f Two of the better-known generalizations concerning cities are the 
/ rank-size relationship for sets of cities and the inverse-distance reta¬ 
il tionship for population densities within cities. Both had been observed 
many times when they were formalized as empirical “rules” a decade or 
so ago, the former as thej^ank^size rule by G. K. Zipf and the latter as 
the negative exponential density distance relationship by Colin Clark. 
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Yet as Isard noted in 1956, “How much validity and universality should 
be attributed to the rank-size rule is, at this stage, a matter of individual 
opinion and judgment.” 3 Further, although Clark argued that the nega¬ 
tive exponential “appears to be true for all times and places studied,” 
he provided no theoretical rationale for his observations, only specified 
that they migh t have something to do with transport costs. 4 During the 
past decade both inductive generalizations have been brought closer to 
the status of scientific models, with the range of their validity carefully 
specified. 

Distribution of City Sizes 5 

The rank-size rule says that for a group of cities, usually the cities 
exceeding some size in a particular country 

Pr* = Pl/r (1) 

where 

Pi is the population of the largest or first-ranking city 
P r is the population of the city of rank r 

and 

q is a constant. 6 
Whence it follows that 

Log r = log Pi — q ■ log P r (2) 

so that a plot of rank against size on double logarithmic paper should 
give a straight line with a slope of — q. 

Another way of expressing the foregoing is that the frequency dis¬ 
tribution of cities by size seems to be highly skewed in the shape of a 
reversed-/. A whole series of probability distributions, among them the 
lognormal and the Yule, have a similar reversed-/ shape, each bearing 
a general family resemblance through their skewness. Each is, in fact, 
the steady-state distribution of the same simple stochastic process. 
Could it be that rank-size regularities of city sizes also result from such 
a stochastic process? The tenor of arguments provided in the past 
decade is that stochastic processes do indeed provide such a framework, 
and both the Yule distribution and the lognormal have been proposed 
as the basis of rank-size regularities. 7 The two are in fact so similar 
that each could obtain when the cumulative distribution of cities by 
size forms a straight line on lognormal probability paper, and which is 
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applicable to the particular case depends upon whether a closed or an 
expanding system of cities is being considered. 

Consider the transition matrix of a stochastic process in which the 
rows and columns are specified by city-size groups. If the probability 
density function of each size-class of cities is approximately the same, 8 
then the steady state of the stochastic process will be lognormal if the 
set of cities existing at the beginning of the process is the same as the 
set achieving the steady state at the end. If, however, the smallest size 
class is augmented by new cities at a fairly steady rate throughout the 
process, the steady state is that of the Yule distribution. If growth of 
cities within the set can be said to occur in small independent incre¬ 
ments, with probabilities of growth the same for each size class (growth 
is the result of “many factors operating in many ways” and occurs such 
that if city sizes for time period 1 are plotted against sizes for time 
period n the resulting scatter of points is homoscedastic with a slope of 
—1), then the basic conditions of such a stochastic process can be said 
to have been met. One or another constraint leads to the lognormal or 
the Yule; in the former case a closed system of cities must exist, 
whereas in the latter the system must go on growing at a steady rate 
by addition of cities at the lowest level. 

A recent study shows that the rank-size regularity applies throughout 
the world for countries which are highly developed with high degrees 
of urbanization, for large countries, and for countries such as India 
and China which in addition to being large also have long urban tradi¬ 
tions; conversely, “primate cities” or some stated degree of primacy 
obtains if a country is very small, or has a “dual economy.” 9 Moreover, 
additional studies have recently shown that many distributions with 
some degree of primacy take on more of a rank-size form as level of 
development and degree of urbanization increase. 10 By virtue of size 
and complexity, then, countries with rank-size distributions appear 
to satisfy the condition of “many factors operating in many ways” and 
increasing complexity of a space economy certainly brings the city-size 
distribution closer to rank-size. A rank-size regularity is not found when 
few factors mold the urban system in a few simple ways: in small 
countries, where economies of scale accrue in a single “primate city”; 
or in “dual economies,” where one or a few exogenous, colonial cities 
of great size are superimposed upon an indigenous urban system of 
smaller places. In such cases, growth patterns cannot be summarized 
in the form of a stochastic process of the simple kind just outlined. 11 
For all large, complex systems of cities which exist in the world, how¬ 
ever, aggregate growth patterns do conform to such a stochastic proc- 
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ess, so that one macroscopic feature of these systems is a rank-size 
regularity of city sizes. The regularity may, in turn, be “explained” 12 by 
f the stochastic process. 

Urban Population Densities 13 

No city has yet been studied for which a statistically significant fit of 
the expression 

d z = d 0 e~ bx (3) 

does not obtain. In this equation, which was derived empirically by 
Colin Clark, 

d x is population density d at distance x from the city center 
d Q is central density, as extrapolated into the city’s central business 
district 

and 

b is the density gradient, so that, of course 

Ln d x = In do — bx (4) 

Muth and Alonso have provided a satisfactory “explanation” 14 of the 
observed regularity recently in terms of the rent-transport cost trade-off 
of individuals in different stages of the family cycle at different income 
levels and at different distances from the city center. 15 Apparently, the 
bid-rent function is steeper for the poorer of any pair of households 
with identical tastes in the American city, so the poor live toward the 
city center on expensive land consuming little of it and the rich at the 
periphery consuming much. 16 The negative exponential shape of the 
decline stems from the nature of the production function for housing 
and the shape of the price-distance function. 17 Expression 3 is thus an 
equation of some generality that can be derived as a logical implication 
of the theory of the urban land market. 

This being so, a variety of conclusions may be drawn. For example, 
the population residing at distance m from the city center is 

Pm — Jj 1 d Q e~ bx (w2x) dx (5) 

which becomes 

P m = 2d 0 7r6- 2 [l - e~ bm (l + bm)] (6) 

This implies that the population pattern of an urban area can be de¬ 
scribed by two parameters alone, b and d 0 . Winsborough has called the 
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former a measure of the concentration of the city’s population and the 
latter an index of its congestion.^ 

Now for any set of cities and for any particular city through time, 
another empirical expression holds: 19 

b = aP~ c (7) 

Thus, b is in turn a function of city size, and a is the intercept. Central 
density d 0 is, on the other hand, apparently a function of the form of 
the city as established at the particular stage at which it grew, and is 
thus directly related to the city’s age. 20 Knowing the population of a 
city and its age, it is possible to predict fairly closely the pattern of 
population densities within it. 

In any system of cities for which the rank-size regularity obtains, the 
population P of a city of rank r, P r , is a function of only P x and q 
(Equation 1). Hence, b must likewise be a function of Pi and q (Equa¬ 
tions 1 and 7). The distribution of population within cities is a function 
of the position of these cities within the entire system of cities, and age. 
If the larger system is Yule in form, age is simply the generation of the 
underlying stochastic process at which the city entered the system, so 
that congestion d 0 as well as concentration b is given within the frame¬ 
work of the larger system. The preceding statement can thus be modi¬ 
fied to read: the distribution of population within cities is a function of 
the position of these cities within the entire system of cities at some 
point in time, and of the period of time for which they have been 
within the system. 

LOGICAL CONSTRUCTS IN SEARCH OF A TEST: 

CENTRAL PLACE THEORY 21 

The preceding two models account for the size and the distributional 
characteristics of urban populations, but they say nothing of the loca¬ 
tions of the cities concerned. Three sets of reasons for cities have been 
advanced, each with locational parameters more or less explicit: cities 
as strategic locations on transport routes; cities as the outcome of local 
concentrations of specialized economic activities; and cities as “central 
places” performing retail and service functions for surrounding areas. 
Only the latter is of interest here. 

Central place theory was formulated by Walter Christaller as a 
“general purely deductive theory” designed “to explain the size, num¬ 
ber and distribution of towns” for reasons that also made it “the theory 
of urban trades and institutions.” 22 A decade ago this theory was per- 
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haps the only one concerning systems of cities that was at all well 
developed. 23 At that time, although many empirical studies of central 
places had been completed, the fact that no satisfactory test of the 
theory had been made largely reflects the fact that investigators looked 
for examples of theoretical implications drawn simply for exemplifica¬ 
tion by Christaller under the assumption of an isotropic plain. There 
was a lively debate as to whether certain of the most fundamental 
theoretical implications—for example, that of a hierarchy of central 
places—had any empirical validity. It has only been during the last 
decade that such questions have been settled. A thorough review of 
most aspects of the topic is to be found in Central Place Studies: A 
Bibliography of Theory and Applications, the first of the Regional 
Science Research Institute’s Bibliography Series, and so will not be re¬ 
peated here. 24 Subsequent to the Bibliography, the various postulates of 
the theory were drawn together in a model, however, and since the 
model appears to have some generality (implications drawn from the 
model have been verified independently, for example) it will be pre¬ 
sented here. 25 

The model applies to systems of central places in which the elements 
are viewed aggregatively. A set of inequalities supplements the model, 
however, and these empirically derived expressions link aggregate pat¬ 
terns to local arrangements of central places under specified conditions 
of population density by specifying expectations as to the steps of the 
central place hierarchy. Random variations from ideal steplike patterns 
of central places in a series of local areas, combined with logical 
changes in location of the steps according to population density, interact 
to produce the regularities which may be observed in the aggregate. The 
definitions, identities, structural equations, and implications of the 
model follow without lengthy comment. 

Definitions: 

P t the total population served by a central place 

P c population of the central place 

P r rural population and population of lower level centers served by 
the central place 

A area of the trade area 

Qt population density of the area served 

Q r population density of those parts of the area served lying out¬ 
side the central place 

T number of central functions performed by the center, and since 
central functions enter in a regular progression and can be ranked 
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from 1 * * * T in decreasing order of ubiquity, also the highest 
level central function performed by the center 
E number of establishments providing the T types of business 
D m maximum distance consumers will travel to a central place of 
size T, or the range of good T 


Identities: 


Pf = Pc + Pr 

(8) 

P t = AQt 

(9) 

-1 

li 

-1 

(10) 

A = kD m q 

(11) 


Figure la shows identity (9) in five distinct study areas in the United 
States. 26 In each case total population and total area served slope up¬ 
wards to the right on double logarithmic paper with a slope of +L 
Differences between study areas are simply a function of population 
densities. 

Structural Equations: 27 

Log P c = a 1 + b 1 T (12) 

Log Dm = &2 + & 2 T (13) 

Log E = a z + & 3 log P f (14) 

These structural equations hold in any study area (that is, at any level 

of density), and relate, by means of the intercept a and regression co¬ 
efficient b, the population of a market center to the variety of central 
functions performed for surrounding areas, the drawing power of the 
center to its offerings, and the number of separate establishments per¬ 
forming the T functions (E exceeds T for all except the smallest vil¬ 
lages and hamlets) to the total population served to account for non- 
basic demands for goods and services from the population P c as well as 
basic demands generated by the population of the area served P T . 

Implications: 

P c = P t 8 w-*Qr 8 (15) 

where 


and 


w = fcjlog- 1 [qbr 1 (a 2 — aib 2 )]} 


s = (W/teW 
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Fig. la. Relationships between population and area served at different levels 
of population density. 

As total population served increases, the central population conies to 
assume an increasing proportion of the total, but this tendency varies 
inversely with population densities. 

A = wP e * (16) 

where 


x = s -1 

Area served increases exponentially with size of center. 


where 


E = mQ t hP c h 


(17) 


Log to = a 3 + 6 3 log w 
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Total number of establishments varies exponentially with both size of 
center and total population densities. 

These and similar structural equations and implications have now 
been verified in several studies 28 and appear to be a reasonable sum¬ 
mary of many of the aggregate features of central place systems. Each 
has particular implications within the framework of central place theory 
as well, particularly as it has been generalized. However, a set of in¬ 
equalities is needed in combination with Figure la to lay out the steps 
of the central place hierarchy as it is found in local areas at different 
levels of density. These inequalities were established empirically by 
factor analyses of the functional structure of central places in each of 
several study areas, to determine the hierarchy individually within each 
of those areas, and then by discovering, unexpectedly, that limits to each 
of the levels varied consistently across the set of study areas as popula¬ 
tion density varied. With the second subscripts v referring to villages, t 
to towns, and c to cities, these inequalities are 

Log A tv < 10.4 - 2.67 log P t (18) 

Log Au < 9.3 - 2.067 log P t (19) 

Log A tc < 22.25 - 4.75 log P t (20) 

They are inserted into Figure lb, and in the case of the corn belt study 
area the individual observations are identified as they were classified in 
the factor analysis. 29 

INNOVATION UNDER TECHNICAL IMPETUS: 

SOCIAL AREA ANALYSIS 

The decade has seen a variety of innovations, most of them facili¬ 
tated by rapid developments in computer technology, making possible 
kinds of research that could never have been contemplated prior to the 
developments. Beginnings are to be seen in the construction of urban 
simulators that will facilitate study of cities and sets of cities in labora¬ 
tory-type experimental situations. 30 The most successful attempts so far 
have been those of Chapin in studies of land development 31 and Morrill 
in analyses of changing central place patterns, 32 although this statement 
is not intended to denigrate attempts along these lines in current urban 
transportation and economic studies. Out of these studies, particularly 
those undertaken in Chicago, Pittsburgh, and the Penn-Jersey region, 
and also those of the RAND Corporation and Resources for the Future 
Inc., will surely emerge models of some predictive power and experi- 
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Fig. 16. Consistent upper limits have been identified for successive levels of 
central place at different levels of population density. 

mental capability. Another paper at these meetings considers this topic, 
however, recognizing what may be the most significant new dimension 
to urban research added during the past decade. We will concentrate 
here on another topic, the new empiricism of the decade, stimulated by 
advancing computer technology and consequent diffusion of multivariate 
analysis throughout the social sciences. We focus here on one form of 
multivariate analysis, factor analysis, and briefly review how, in the 
form of social area analysis, it has facilitated studies of the internal 
structure of cities. 

Social area analysis is one approach to the classic problem of urban 
ecology, 33 the succinct description of the location of residential areas by 
type within cities in terms meaningful to persons interested in social 
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differentiation and stratification. Over the years several constructs have 
been developed in this context: 34 Hurd’s concept of urban growth pro¬ 
ceeding according to two patterns, central growth and axial growth; 
Burgess’ concentric zone hypothesis of the location of residential areas 
by type, stemming from the nature of a growth process that proceeds 
outwards from the city center, accompanied by waves of residential 
invasion and succession; Hoyt’s emphasis upon the axial growth of 
higher income neighborhoods outward from the city center along some 
sector; and Harris and Ullmans’ notions of the multiple nucleation of 
the city. Both the social area analysts and their critics 35 have em¬ 
phasized the difficulty of testing these hypotheses with the wide variety 
of socioeconomic data available, for example, from censuses. Which 
variables should be used in the test? Will the story told by different but 
presumedly related variables be the same? What in fact are the stories 
told about the structure and differentiation of urban neighborhoods by 
the wide range of census data available? 

Factor analysis can provide answers to questions of the latter kinds. 
Let us review the basic features of the method. Consider a data matrix 
n X m in which are recorded the data for n observations (say, census 
tracts) over m variables (census variables). If the column vectors of 
X are normalized and standardized to yield n Z m , then n~ x Z T Z = m R m , 
which is, of course, the correlation matrix of the m variables. Since the 
column vectors of X were standardized, R is the variance-covariance 
matrix of Z, and the trace of R, equaling m, is the total variance of the 
m variables. 

Now assume that each of the m variables is regressed in turn upon 
the m — 1 remaining. For each is then available a coefficient of deter¬ 
mination expressing how much of its variance is held in common with 
the m — 1 other variables; in factor analysis these coefficients of deter¬ 
mination are called communalities, and denoted h 2 . For each variable, 
then, in its standardized form 1.0 — h 2 = u 2 is the proportion of vari¬ 
ance unique to the variable. A diagonal matrix U 2 can thus be formed 
with individual u 2 ’s along the diagonal. It follows that [R — U 2 ] has 
communalities on its diagonal, and the trace of [R — U 2 ] is the total 
common variance of the m variables. This total common variance plus 
the trace of U 2 equals m, the total variance. 

Principal axes factor analysis provides a procedure whereby a matrix 
m/ir may be found such that 

[R - U 2 ] = AA T 
A T A - A 


( 21 ) 

( 22 ) 




128 


BRIAN J. L. BERRY 


The dot product of each row vector of A yields one of the communali- 
ties, and the inner product of any pair of row vectors reproduces a 
correlation. The array A is a diagonal matrix, which implies that 
inner products of pairs of column vectors of A are zero. Such vectors 
are thus orthogonal (uncorrelated). The dot product of each column 
vector yields an eigenvalue X. Since the sum of the eigenvalues must 
equal the sum of the communalities, these eigenvalues represent another 
way of parceling up the total common variance, the one (communali¬ 
ties) relating to the amount of the total common variance contributed 
by the association of any one variable with all other variables, the other 
(eigenvalues) to that part of the total attributable to one of the column 
vectors of A. These independent column vectors are the factors of 
factor analysis, the principal dimensions of variation underlying the 
original body of variables m. 

Individual elements of A are factor loadings, the correlation coef¬ 
ficients between the original variables and each of the underlying com¬ 
mon dimensions. The property of orthogonality of the dimensions is 
useful, because it means that each of the dimensions accounts for a 
different slice of the common variance, which slices are additive in any 
reconstitution of the whole; such additivity was not a property of the 
original intercorrelated m variables. Each dimension summarizes, then, 
one pattern of variation—one story told by—the original m variables. 
A further step which is useful is to form 

»S r = [{A T A)~ l A T Z T ] T (23) 

In the matrix S, the individual Sij are factor scores of the original ob¬ 
servations on each of the new dimensions formed by the analysis. The 
matrix S expresses all associations and common patterns found in X , 
but in a simpler form. 

Factor analysis of census data for a whole series of U.S. cities by 
social area analysts has led to the conclusion that three dimensions are 
all that are required to summarize the stories told by the characteristics 
recorded for census tracts by the census. Study of the correlations be¬ 
tween the original variables and the three dimensions has also revealed 
remarkably stable patterns from one city to another. One factor was 
consistently highly correlated with income, education, occupation, and 
wealth. A second was related to family structure, fertility, type of house¬ 
hold, and position of women in the labor force. Finally, a third was 
associated with ethnic and racial structure of the population, age and 
sex composition, and measures of deterioration and blight. Speculation 
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about the meaning of these regularities led social area analysts to 
identify the first as depicting variations in the social rank of individuals 
and families, the second as representing variations in the urbanization 
or family status of neighborhoods, and the third as resulting from 
segregation. The factor scores of tracts on these three dimensions could 
be used to characterize neighborhoods, since the three dimensions ap¬ 
pear to be those responsible for the basic features of urban differentia¬ 
tion and stratification. 

If the latter statement is true, then the three dimensions should enable 
research workers to test some of the classical constructs concerning such 
urban differentiation and stratification. A first study along these lines 
has revealed that factor scores of tracts with respect to social rank are 
differentiated in a sectoral fashion, as they should be if Hoyt’s concepts 
apply, and that factor scores on urbanization and family status are 
differentiated in a concentric fashion, as they should be if Burgess’s 
ideas are valid. 36 However, spatial variations in segregation show no 
regularity, but are specific to each case. As Hurd had speculated much 
earlier, then, concentric and axial patterns are additive and independent 
sources of urban differentiation from city to city, with spatial variations 
specific to each city added by the third dimension of segregation. 

It is clear that although social area analysts began simply in a “look- 
see” manner, with later work facilitated by advancing computer tech¬ 
nology, their work has now laid the bases for a spatial model of the 
internal socioeconomic pattern of cities in which the relevance and role 
of the traditional concepts is clear. 37>3S 

A SYSTEMS FRAMEWORK 

The previous findings point in one direction: that cities and sets of 
cities are systems susceptible of the same kinds of analysis as other 
systems and characterized by the same generalizations, constructs, and 
models. General Systems Theory provides a framework for such inquiry 
into the nature of systems; indeed Boulding calls it the skeleton of 
science^Further, Information Theory has come to the fore as one of the 
foundations of general systems theory, contributing the two comple¬ 
mentary ideas of entropy and information to the vocabulary of general 
systems research. 39 Entropy is achieved in the steady state of a sto¬ 
chastic process and is at its maximum if this process is unconstrained. 
Information is a measure of the order present if some systematic pres¬ 
sures for organization constrain the operation of the stochastic process. 
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Curry 40 has shown that given Z settlements, with Z* having a popula¬ 
tion /, the numbers of ways people can be distributed among settlements 
is 


n 


P = ZI/ 1 [ Z! (0 i <C n) 

i=0 

(24) 

and in a large system the entropy E is given by 


Edet = log P = Z log Z — xZi log Zi 

(25) 

E is maximized when 


Zi = (Z/N)e-<*M 

(26) 

in which equation N is the mean population per settlement, 
n/Z. Now if S is the size of the largest city. 

or N = 

Zi< s = 5(1 - ff-am) 

in which case 

(27) 

Em** = Z log (eN) 

(28) 


and the most probable state of the system (that is, the state in which 
maximum entropy is found) is one in which, given the size of the 
largest city, the probability of the (q -f- l)st city having a population 
that is a given ratio of the gth city is a constant. Under these conditions 
the sum of the logarithms is a maximum, and of course it is the condi¬ 
tions satisfied when the rank-size rule for cities obtains. If a system of 
cities assumes rank-size, then, entropy has been maximized and it has 
assumed its most probable steady state. 41 

On the other hand, organization exists due to pressures for order in 
central place systems. If the per cent change in establishments in cen¬ 
tral places is constant with each addition of new business types, then 42 

dE/E dT = k (29) 

Integrating yields 

Log E = kiT + ci (30) 

If similar percentage ratios exist for the sizes of central places P c then 

Log P c = hT + c 2 (31) 


From equations 30 and 31 


T = KilogE - Ci 
T = K 2 log P c - a. 


(32) 

(33) 
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Now the equation 

/ = K log (number of states) (34) 

has been identified as one measure of macroscopic negentropy, the in¬ 
verse of entropy. It follows that the number of business types T is an 
index of the amount of information present in a set of establishments 
located in central places, or of the population of those places. This is 
consistent with the use of types of functions to identify and classify the 
central place hierarchy. Many attempts have been made to assess the 
“centrality” of central places. It would seem that number of types of 
business—information content—provides such an index. In southwest¬ 
ern Iowa, very strong fits to Equations 32 and 33 are found: 

T = 55.56 log E - 58 (r 2 = 0.96) (35) 

T = 50.00 log Pa - 105 (r 2 = 0.91) (36) 

indicating that where urban centers are almost exclusively central 
places, necessary empirical bases for these arguments are to be found. 
It will be apparent that the above equations are compatible with those 
presented earlier for central place systems in the third section. Losch 
and Christaller postulate such constant percentage relationships also 
with the addition of levels to the regular hierarchy (k = 3, k = 4, 
k — 1 networks and their implications); related measures of informa¬ 
tion should therefore exist for the order maintained by the steplike 
nature of the hierarchy. 

It is not difficult to extend similar arguments to the situation within 
cities. 43 For example, urban population densities settle down to a most 
probable state in which densities are ranked with distance from the city 
center. Conversely, the model of central place systems also applies, 
indicating that certain aspects of urban life are constrained from reach¬ 
ing their most probable state. 

Maruyama 44 has speculated about an apparent contradiction of the 
second law of thermodynamics in social phenomena, including those of 
cities. According to the second law, an isolated system will most prob¬ 
ably trend to its most probable state, even if it begins in an inhomo¬ 
geneous state. He points out that Cybernetics, the study of equilibrating 
systems, considers many cases of self-regulation such that deviations, 
are counteracted and the system is brought back towards its equilibrium, 
usually a most-probable state under constraint. But many instances can 
be cited in which feedback does not lead to self-correction toward some 
preset equilibrium (morphostasis). Rather, progressively greater con- 
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trasts appear, as between Myrdal’s “rich lands and poor” or with 
progressively greater centralization of urban functions in fewer larger 
cities, or when the “growth of a city increases the internal structured¬ 
ness of the city itself” (Maruyama’s words). These are all examples of 
deviation amplifying processes (morphogenesis), which run counter to 
the second law. 

Whether or not a system trends toward maximum entropy because 
processes working are deviation-correcting, or toward maximum infor¬ 
mation because the processes are deviation- and therefore structure- 
amplifying apparently depends upon the nature of the causal rela¬ 
tionships at work, and of their feedback characteristics. Maruyama 
concludes that any system, together with the subsystems into which it 
may be partitioned, contains many examples of both deviation-correct¬ 
ing and deviation-amplifying processes. One subsystem may be becom¬ 
ing more highly organized, another may be approximating its most 
probable state. To understand the system as a whole demands that each 
of the subsystems be understood, as well as the relationships between 
them. 45 

So be it in the urban field. It is clear that cities may be considered 
as systems—entities comprising interacting, interdependent parts. They 
may be studied at a variety of levels—structural, functional, and dy¬ 
namic and they may be partitioned into a variety of subsystems. The 
most immediate part of the environment of any city is other cities, and 
sets of cities also constitute systems to which all the preceding state¬ 
ments apply. For systems of cities the most immediate environment is 
the socioeconomy of which they are a part, and so forth. 

CONCLUSIONS 

Whereas progress has been made in understanding various facets of 
these systems and subsystems, for other facets we stand much as we did 
a decade ago. In a systems framework we should no longer worry about 
apparent contradictions between the kinds of conclusions reached for 
different subsystems, that is, between the distribution of city sizes and 
the functional arrangement of market centers in a hierarchy, however, 
for the difference is understood to be one of the relative balance of 
entropy-approximating or order-generating processes in various parts of 
the system. In contradistinction, however, we have very little under¬ 
standing of how to put these different patterns together in more general 
models that are broad in scope. Sound models of partial kinds are 
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providing the building blocks, but maximum progress during the next 
decade awaits the architectural systematizer. 

FOOTNOTES 

^his volume [33] includes review papers by historians, geographers, political 
scientists, sociologists, economists, and the like. 

Throughout this article, bracketed numbers refer to the list of references at 
the end of the article. 

2 Ackoff [1] elaborates these terms. 

3 See Isard [34] in connection with a discussion of empirical regularities. 

4 See [12] for review comments. 

5 Berry [8] lists the relevant literature in some detail. Subsequent contributions 
include those of Bell [5], Friedmann [29], and Ward [51]. 

6 If the entire population were urban, then Pt = Pi%r~ q . See Weiss [52]. 

7 Simon [48], Berry and Garrison [7], Thomas [49], Dacey [25], and Ward 
[51]. 

8 That is, so that the “law of proportionate effect” holds. 

9 Berry [8]. 

10 Bell [5], Friedmann [29]. 

11 Unless the process works, for example, to a random power of size, as with 
the log-lognormal, see Thomas [49]. 

12 Nagel [42] discusses the various modes of scientific explanation, and the 
role of explanation in science. 

13 Berry [12] lists the relevant literature. Also see Winsborough [54]. 

14 See [2] and [41], also footnote 12. 

35 Ibid. 

Alonso. 

17 Muth. 

18 Winsborough [54]. 

19 Berry [12], Weiss [52], Newling [43]. 

20 Winsborough. 

21 Berry and Pred [9]. Later studies include [10], [11], [13], [22]. See also the 
parallel speculations of Rashevsky [46], [47]. 

22 Christaller [21]. 

23 Berry and Pred [9]. 

24 Ibid. 

25 See [10] and [14]. 

26 See [10] or [11] for details. 

27 Only a sample of the structural equations necessary to facilitate the present 
discussion is given here. 

28 See [10], also subsequent studies as yet unpublished by Karaska, Pitts, 
Murdie, and others. 

29 The factor analytic results are presented in [14] and [10]. 

30 Garrison [30] has one of the first presentations. 

31 See [20]. 

32 See [38] and [39]. 
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33 Bell [6] has an excellent review. 

31 See the review by Anderson [3]. 

35 The Duncans write “students of urban structure have lived for some time 
with the uncomfortable realization that their theories, or rather their abstract, 
schematic descriptions of urban growth and form are not very susceptible to 
empirical testing.” [26]. 

36 Anderson [3]. 

37 This, in spite of criticism [26], has been the accumulative result. 

38 It is worthwhile to note some of the other contributions made possible by 
factor analysis: (a) more general urban typologies [40]; ( b ) clear-cut evidence 
of the hierarchy of central places as an additive class system [10], [14]; (c) 
multivariate regionalization [31]; ( d ) metropolitan structure [32]. 

33 Bertalanffy [16], [17], Boulding [19], Beer [4]. 

40 Curry [23]. Other cases he examines are the spacing of nearest neighbors 
(see also Dacey [24]), the spacing of nearest neighbors of the same size, and 
the percentage manufacturing in an urban labor force. 

41 Curry points out that entropy in the same system, constrained such that 
persons had to be allocated in threes, as families, would be H' = Z log (eN/ 3). 
Hence, a measure of order is R = 1 — H'/Em™. 

42 Odum [44], Berry [11]. 

43 Meier [37]. 

^Reference [35] is a review statement of Maruyama’s ideas, and contains 
other references of interest. 

45 Maruyama provides an example of the operation of deviation amplifying 
mutual causal processes in a two-dimensional spatial distribution, and his dis¬ 
cussion of systems, subsystems, and feedback is phrased in terms of cities. 
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7- City Size Distributions and 
Economic Development*^ 

Brian J. L. Berry 


Students of urbanization have recognized two kinds of city size distribu¬ 
tions: 1 according to which the distribution of cities by population size 

class within countries is truncated lognormal;^ and primate , whereby a stratum 
of small towns and cities is dominated by one or more very large cities and there 
are deficiencies in numbers of cities of intermediate sizes. 3 Rank-size regular¬ 
ities have been associated with the existence of integrated systems of cities in 
economically advanced countries, 4 whereas primate cities have been associated 

* This paper is designed in part as an example of the potential uses of the 

data brought together in the Atlas of Economic Development (Chicago, 
1961). The author wishes to thank its author, Norton Gins burg, for his 
constructive criticisms. 

1. John Q. Stewart, "Empirical Mathematical Rules concerning the Distribu¬ 
tion and Equilibrium of Population, " The Geographical Review, Vol. 37 
(1947), pp. 461-485; George Kingsley Zipf, National Unity and Disunity 
(Bloomington, 1941); and the same author's Human Behavior and the 
Principle of Least Effort (Cambridge, 1949). 

2. A statement which is valid when a variable exponent is allowed. See 
Martin J. Beckmann, "City Hierarchies and the Distribution of City Size, " 
Economic Development and Cultural Change , Vol. 6 (1958), 243-248; 

Brian J. L. Berry and William L. Garrison, "Alternate Explanations of 
Urban Rank-Size Relationships, " Annals , Association of American Geog¬ 
raphers, Vol. 48 (1958), 83-91; Herbert A. Simon, "On a Class of Skew 
Distribution Functions, " Biometrika, Vol. 42 (1955), pp. 425-440; and 

J. Aitchison and J. A. C. Brown, The Lognormal Distribution (Cambridge 
1957). The truncated lognormal is used here rather than the Yule distri¬ 
bution because both are similar in form and because subsequent analysis 
is facilitated by use of lognormal probability paper. See also the discus¬ 
sion of E. N. Thomas, "Additional Comments on Population-Size Rela¬ 
tionships for Sets of Cities, " paper read to Symposium on Quantitative 
Methods in Geographic Research, Chicago, I960, and to be published in 
the Proceedings . 

3. Mark Jefferson, "The Law of the Primate City, " The Geographical Re ¬ 
view , Vol. 29 (1939), 226-232. Here we use the term "primate" in a 
sense somewhat different from that of Jefferson, but in accord with the 
discussion in UNESCO, "Report by the Director-General on the Joint UN/ 
UNESCO Seminar on Urbanization in the ECAFE Region, " Paris (1956), 
for example. 

4. Zipf, National Unity. . . and Human Behavior. . , , op . cit. ; Brian J. L. 
Berry, "An Inductive Approach to the Regionalization'oFEconomic Devel¬ 
opment, " in Norton Ginsburg, ed. , Essays on Geography and Economic 
Development , Department of Geography, University of Chicago, Research 
Paper Number 62 (Chicago, I960), pp. 78-107; and UNESCO, op. cit . 

See also the studies of Beckmann, op . cit. , and Berry and Garrison, op. 
cit. , both of which argue for compatibility of Christaller-Ltisch type 
hierarchies and rank-size distributions of city sizes. 

t Reprinted from Economic Development and Cultural Change, Vol. 9 (July 1961) 


138 



SIZE DISTRIBUTIONS AND ECONOMIC DEVELOPMENT 


139 


with overurbanization and superimposed colonial economies in underdeveloped 
countries or with political-administrative controls in indigenous subsistence and 
peasant societies. 5 Questions as to the empirical reality of rank-size distribu¬ 
tions have been raised, however. 6 Likewise, the idea of a primate city was not 
developed with Asian dual economies in mind. 7 There seems to be a need for de¬ 
tailed investigation of the whole question of the relations of city size distributions 
and economic development. Such an investigation is the purpose of this paper. 
The study will draw upon previous theoretical investigations of rank-size, ° and 
upon a detailed analysis of the relative economic development of countries. 9 It 
will not be concerned with systems of cities defined in terms of functional char¬ 
acteristics, but simply with the distribution of cities by size within countries 
and with the economic development of these countries as ascertained in a princi¬ 
pal components analysis of multiple indices to economic development. 

The plan of the paper is as follows: (a) to describe the city size distribu¬ 
tions of as many countries as seem necessary for purposes of this analysis and 
to compare them with indices of urbanization and primacy included in the Atlas 
of Economic Development ;^ (b) to describe the relative economic development 
of these countries; and (c) to compare the materials presented in the first two 
sections in an attempt to test the hypothesized relationship between city size dis¬ 
tributions and economic development. A model of city size distributions is for¬ 
mulated. 


5. UNESCO, op . cit., refers to the over-urbanization of Asian economies 
because of (I) excessive in-migration, and (2) superimposition of limited 
economic development of a colonial or semi-colonial type, creating dual 
economies and primate cities which contrast with systems of cities in the 
west. It was reported that primate cities have paralytic effects upon the 
development of smaller urban places and tend to be parasitic in relation 
to the remainder of the national economy. 

6. C. Stewart, "The Size and Spacing of Cities,” The Geographical Review , 

Vol. 48 (1958), 222-245, argues that there are marked divergences from 
Zipf* s rank-size rule that in any country the n*k ranking city has a popu¬ 
lation of 1/nth that of the largest city because (i) for 72 countries in the 
world and (ii) for major political divisions within the six largest countries 
the theoretical 1. 0: 0. 5: 0. 33: 0. 25: 0. 20 ratios of the sizes of the five 
largest cities are not found. Using Sweden and Denmark as his examples, 
and four time periods for each, he argues that there is, instead, an S- 
shaped distribution of towns by size (pp. 230 and 231). The comments of 
F. T. Moore, ”A Note on City Size Distributions, " Economic Development 
and Cultural Change , Vol. 7 (1959), 465-466, on Zipf 1 s limiting case are 
also germane. 

7. Jefferson, op . cit. 

8. Beckmann, op . cit . ; Berry and Garrison, op . cit. ; Simon, op. cit. ; C. 

Stewart, op.~ ~cit . ; and Thomas, op . cit . 

9. Berry, op . cit. 

10. The paper is not concerned with central place systems and the like in the 
sense of Walter Christaller, Die zentralen Orte in SUddeutschland (Jena, 

1933); and August Losch, Die raumliche Ordnung der Wirtschaft (Jena, 

1944), trans. W. H. Woglom and W. F. Stolper, The Economics" of Loca - : 

tion (New Haven, 1954); or in the sense of rural-urban relationships as { 

discussed by N. Rashevsky, Mathematical Theory of Human Relations I 

(Bloomington, 1947). 

Norton Ginsburg, Atlas of Economic Development (Chicago, 1961), Part 
8, ”A Statistical Analysis, ” by Brian J. L. Berry. 
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The City Size Distributions 

Figures 1-6 contain best-fitting curves to 38 city size distributions. These 
38 were selected simply on the basis of convenience of access to data. In each 
the plot is of cumulative frequencies on lognormal probability paper, so that if a 
city size distribution is lognormal it assumes the form of a straight line. Data 
are listed in Appendix A. The cumulative frequencies obtained were for cities 
with populations exceeding 20, 000 and the cumulation proceeded over six size 
classes: 20, 000-50,000; 50,000-100,000; 100,000-250,000; 250,000-500, 000; 
500, 000-1, 000, 000; and over 1, 000, 000 to 100 percent at the population of the 
largest city. As the list of countries in Appendix A suggests, all world regions 
except Africa are well-represented; under-representation in that continent re¬ 
sults because very few African countries have many cities with populations ex¬ 
ceeding 20,000. Since we only have comparable urbanized area statistics for 
cities exceeding 100, 000 in population (see Appendix note), the statistics used 
refer to "city proper" populations. 

^ Thirteen of the 38 countries have lognormally-distributed city sizes (Fig¬ 

ures 1 and 2). The higher one of the thirteen curves appears in the graph, the 
greater the percentage of small cities in the country concerned. The steeper the 
slope of a curve, the smaller is the largest city. Among the thirteen are both 
very large countries such as China and very small countries such as Switzerland. 
The smaller the country, the steeper is the curve. The thirteen also include both 
highly developed countries like the United States and underdeveloped countries 
like Korea. The lower the degree of economic development, the steeper is the 
curve and the greater the percentage of large cities in the country concerned. It 
is noticeable that countries with long urban traditions such as India and China 
and highly developed countries such as the United States and West Germany have 
very similar city size distributions. 



Figure 1. Seven lognormal (rank-size) distributions. 
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There are fifteen countries with primate city size distributions (Figures 
3 and 4). Note the shape of the curves: lognormally-distributed lesser city 
sizes are followed by a gap because cities of intermediate size are absent, and 
then by a rapid cumulation to a primate city or to several primate cities. Mex¬ 
ico, for example, has lognormally-distributed city sizes up to an urban popula¬ 
tion of 250, 000, and then a considerable gap followed by a primate capital city 
of over a million people. In the case of Ceylon the gap comes earlier, and the 
capital is smaller. In Japan the gap comes later and indicates absence of cities 
in the size bracket 500, 000 to 1, 000, 000; in this case there are several larger 
cities. The gap need not be a void, but a considerable deficiency of cities of 
intermediate size, as in the examples of Spain and Sweden. Thailand and Guate¬ 
mala are limiting cases in which the lower lognormal distribution is absent; 
instead, a few cities with between 20, 000 and 50, 000 people are followed by a 
considerable gap and a single large primate city. All fifteen countries are small, 
and they range from underdeveloped Thailand through countries with dual and 
peasant economies to Denmark and the Netherlands, with highly specialized agri¬ 
cultural economies. 

Nine countries have city size distributions intermediate between lognormal 
and primate (Figures 5 and 6). All display some primacy, but none are without 
cities of intermediate size. Some, such as Norway and Canada, approach log¬ 
normal. Others are almost primate, for example, Malaya and Pakistan. In the 
cases of Australia and New Zealand the deficiency is not in cities of middling 
size, but in smaller cities. Figure 6 also includes the special case of England 
and Wales, with primate cities grafted on top of a complete lower lognormal dis¬ 
tribution. These intermediate cases again include countries of a variety of sizes 
and at a variety of levels of development. 

What do these differences in city size distributions mean? We can begin 
to make sense out of them--and to refute some myths--if we compare them with 
two indices of the nature and degree of urban development, an index of urbaniza¬ 
tion and an index of primacy. 
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CITY SIZE IN THOUSANDS 
Figure 3. Eight primate distributions 



Figure 4. More developed countries may have 
primate distributions 
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^ude China, India, Korea, Poland and Rra,? 7 ? and iow urbanization i n T— 

Swel 8 arid hi g h degrees of urbanization ii^lude S^a CreaS c ° untries with primate 
Sweden, Japan, and Uruguay. Australia andL^y 11 ’ , the Neth erlands, Denmark, 
the intermediate cases. All of these count Zealand are the most urbanized 
hypothesized but nonexistent relationshin W deviate from the commonly 
regularities. relationship between urbanization and rank-size 

Relat ionship to an Index of 

that used by-Jefferson, 14 nlmtly, ^6^atio'of^^ macy R hich is very similar to 

passes of this primacy index. TherT^^ob 0 * 7 S1Z6 dlstribution and six 
^lowest Primacy indices have a obvious relationshi countri 

SfjWe primlle city A TT ,*“* c ^y s1 zes countrie ~ lt h the 

^m, the NeWiirals, Lweden, and jISl UL tWe are anomalies: 
primacy indices, because they have mor. ti, pr , lmate distributions yet low 

dlSTSV^ COUntries City abOVe tb * -t-medi- 

tt b a« 0n have bnl y one large primateentv hlgbprlmac y mdex and a primate 
of the AOas index: it only indicates primaeval an0ma ly reflects a deficiency 
W ‘ l nterme diate Australia, New Zealand 7 r= V Countr V has a single primate 
soI PrimaCy iDdices because theylave* ^ Yu 2 os lavia also have 
P„»« y „ a*, „ ti „ olt ; y.t a,,l, y 

^ Ginaburg, Atl. s _ a. —--- 

13. Ibid. — -‘ 

14- Jefferson, op. cit. 




























igure 























SIZE DISTRIBUTIONS AND ECONOMIC DEVELOPMENT 
Table 2. Primacy and City Size Distributions 


147 


Degree of _ City Size Distribution _ 

primacy Rank size Inte rmediate Primate 


Most 

2 

3 

4 

5 

Least 


8 

1 1 2 

1 2 1 

1 2 
6 2 

4 4 2 


If the deficiencies of the primacy index are taken into account in an inter¬ 
pretation of Figure 8, however, the map throws light on the differentiation of city 
size distributions we have exposed. Countries which have until recently been 
politically and/or economically dependent on some outside country tend to have 
primate cities, which are the national capitals, cultural and economic centers, 
often the chief port, and the focus of national consciousness and feeling. Small 
countries which once had extensive empires also have primate cities which are on 
the one hand "empire capitals" (Vienna, Madrid, Lisbon, etc. ) and on the other 
hand centers in which such economies of scale may be achieved that cities of in¬ 
termediate size are not called for. Countries with more than one large city are 
either, like Canada, Australia, and New Zealand, effectively partitioned into 
several city-regions dominated by very similar primate cities or, like Sweden, 
Spain, the Netherlands, and Japan, have several large specialized cities which 
are complementary rather than duplicative. Countries with the lowest degrees of 
primacy, and therefore with lognormally distributed city sizes, include many of 
those with considerable industrialization, but also those with long urban traditions 
and histories of urbanization. 


A Model of City Size Distributions 

Given the above evidence, a simple graphic model may be proposed which 
places the several types of city size distributions on a scale between the limiting 
cases of primacy (e. g., Thailand) and lognormality (e. g., the United States). 

The model is presented in Figure 9- 

A rationale for the model comes from the work of Simon, ^ w ho showed 
that lognormal distributions are produced as limiting cases by stochastic growth 
processes. Berry and Garrison^ 6 argued that, as a limiting case, a lognormal 
distribution is a condition of entropy, defined as a circumstance in which the 
forces affecting the distribution are-many and act randomly. This contrasts with 
other distributions which are simpler in that they are produced by fewer forces. 

We assume that primacy is the simplest city size distribution, affected 
by but few simple strong forces. Thus, primate cities are either orthogenetic 
political and administrative capitals, heterogenetic capitals of the emerging na¬ 
tions, or empire capitals (we use the terms orthogenetic and heterogenetic in the 
original sense of Redfield and Singer, realizing that they are subject to debate). 

At the other extreme, rank-size distributions are found when, because of 
complexity of economic and political life and/or age of the system of cities many 
forces affect the urban pattern in many ways. 


15. Simon, op . cit. 

Berry and Garrison, op . cit . 


16. 
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intermediate distributions are arranged on the assumed scale from prim¬ 
acy to lognormality. Three intermediate sub-categories are evident: those with 
more small cities than the primate, those with more medium-sized cities, and 
those with more large cities. In addition, two stages in the intermediate progres¬ 
sion from primate to rank-size are pictured. 

The model in effect proposes a major hypothesis: increasing entropy is 
accompanied by a closer approximation of a city size distribution to lognormality. 
Common sense leads to several sub-hypotheses: fewer forces will affect the 
urban structure of a country (a) the smaller is that country, (b) the shorter is the 
history of urbanization in the country, and (c) the simpler is the economic and 
political life of the country and the lower its degree of economic development. 

The converse of each sub-hypothesis also follows. 

In the simple orderly cases most cities perform essentially the same set 
of functions, whether political and/or concerned with rudimentary economic ac¬ 
tivities. As complexity increases so do urban functions--political, as centers 
on transport routes, as specialized centers of primary or secondary economic 
activities, or as central places performing tertiary economic functions. At the 
highest levels of development a country will contain many specialized cities per¬ 
forming one or the other or several of these functions, and viewed in the aggre¬ 
gate, a condition of entropy will obtain. 

The limited data available from the previous discussion seem to bear out 
several of the sub-hypotheses. Countries with rank-size distributions include 
urban-industrial economies (Belgium, United States), larger countries (Brazil), 
and countries with long histories of urbanization (India and China). Intermediate 
distributions nearest rank-size characterize countries which are larger (Canada) 
and have both primary and secondary commercial specialities (Australia and 
New Zealand), or at least have considerable commercialization in their econ¬ 
omies. The more primate of the two intermediate stages is found in small coun¬ 
tries engaged in primary production of relatively few commodities (Austria, 
Sweden, Netherlands, Denmark) or with some commercialization superimposed 
on a subsistence or peasant agricultural system in dual economies (Ceylon, Mex¬ 
ico, Dominican Republic). Primacy characterizes small countries with simple 
subsistence economies (Thailand), or is associated with the presence of an em¬ 
pire capital (Portugal). 

What of the relationship to degree of economic development, the major 
topic of this paper? This is explored in the following section. 


Relative Economic Development of 95 Countries 

The author recently completed a principal components analysis of a data 
matrix comprising the ranks of 95 countries on each of 43 proposed indices to 
economic development. 1? The results of this analysis are available elsewhere, 
and hence will be reviewed only briefly here. Principal components analysis re¬ 
duced the dimensions of variation of the data matrix and revealed an extremely 
s *- m pl e structure comprising only four basic patterns that differentiated among 
countries just as well as the original 43 indices and accounted for 92. 8 percent 
of the sum of squares of the data matrix. The analysis also produced scores for 
each country on each basic pattern. 18 


17. Berry, op. cit. ; and Ginsburg, Atlas.. . , op. cit . 


18, * Ibid. 
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The First Pattern 

zation, and national prod.S urbani - 
total sum of sqnares.^TMs p^ter^wL^de^tmed as'a t § f f 4 *- 2 Pe ’ rCent ^ 

Se?T ti0a ind6X US6d WaS 1116 ind6X Pictured in F T g ur ^f Q ThS C F- SC ^ The 

vides an approximate map of the world ©attorn of * g f * Thus Fl S ure 7 Pro- 
technological scale. P tern ° f count ries on the composite 

The Second Pattern 

* ~ dices to the 

The Third Pattern 

national income (e. gff co7m^^locaTe^inTatfn 7W ^ Xtein3 ' 1 rela tions but low 
were contrasted with countries with the converse (e. g.^the Soide 1 t°bloc) territ0rieS) 
The Fourth Pattern 

high per cap^indiceran^lo^pTr Ireaindice's cou ntries with persistently 

tries with the opposite. Canada! the United and a 8 rou P of small coun- 
among those in the first group wMle Hnn / r' t“ d ** VSSR were included 

in the second. S P ’ Wlule H ° ng Kon S> Lebanon, Israel were included 

A Scale of Economic-Dem o graphic Development 

abscissa 7 ^^^^^^ ^s£?”2 h *«; “ ^ a ~ »«d as the 
locate countries in this graph, P a scaled ecoJmf c ° untries on each are used to 
countries results. Figure 10 presents this !s ■ d ® m ° gra P hic development of 
distribution, the continuum of countries (i e th^ 6 A ‘ N ° te 1116 lln earity of the 
on the basis of economic development) and tK * h a * e D ° groups of countries 
demographic scores such that a^developecP' of ; techn ological and 

nology (high national product etc ) anH r ?' nlcs high in terms of tech- 

teristics (low infant mortality rates, etc. )7 ^ ^ baS1S of demographic charac- 


-—- 

each of the four stages, the 37 cornitriV? ^ Sln g a different symbol for 

nomic-demographic g de;elo P ment Re S 7 ts i: *T Pl ° tted ° n the Scale of •«>- 

type of city size distribution is related to eco7o^77 ln , Figure 10 P art B. If 
representing a particular kind of citv size ^^. deve J-°P ment the symbols 
graph. It is readily apparent that nJrW dlstributLOn should cluster in this 
eluded that different eftv size ° ccur; therefore it may be con- 

economi c development of countri aW .— TT~k ^ n ° W ^ Y re] ; at e d to the relative 

cess in winch national unity! 9 is expressed * Z& 1S n0t ^ cu ^ minat ion of a pro- 
not confined to lesser developed £££* ^ “ 


19. 


Zipf ’ National Unity. . . and Human Behavior. . , 


op . cit . 





























152 


BRIAN BERRY 


development a ready explanation of 
from simple structure (primacy) to 


variations in city size distributions 
entropy (lognormality). 


on a scale 


Conclusions 

that there is a scale from primate to lognormal distribfti V « 1SS ° cl f' t . ed ‘ 11 a PPears 

empire capitals, in all caLs ^so ^ Primate cities, and with 

most instances primacy thele stater ^ ^ Countries - Note that in 
themselves, for the system of .small k apply onl y to the primate cities 
lognormau;. CompleSy was 7 Centers 1 is generally distributed 

with countries wK W ^ , ^ specialized economies, but also 

tion, and was found in countries®^ eye^size 1 . 0 * 18 ^ hlSt ° ries of nrbaniza- 



8. Regional Development and the 
Geography of Concentration* 

Edward L. Ullman 


THE CONCENTRATION OF DEVELOPMENT, especially industrial, in a few 
parts of the world, notably the United States and Western Europe, is 
widely recognized. The contrast in development is just as pronounced 
in the internal structure of countries, whether it be Northern Italy vs. 
Southern Italy, or Central Japan v$. Northern Japan. Equally notable 
is the disparity within the United States, where, in the northeast, 
about 7% of the U.S. area has about 70% of the nations industrial em¬ 
ployment;. the rest of the country fights for the remainder in a manner 
not unlike a pack of hungry dogs fighting over a dry bone. The major 
policy and research problem therefore is created by the other side of 
the coin - underdevelopment elsewhere. 

Our main concern will be the extent of the concentration, particularly 
in the U. S., and its effect on development of the fringe areas. As to 
reasons for the concentration it must be conceded that most of the core 
areas have or had remarkably better natural endowments particularly in 
productive plains areas than the fringes. Even economists would concede 
that in Canada, for example, the contrast between southern Ontario and 
the vast cold northern stretches and the rocky Laurentian Shield pro¬ 
vides necessary and sufficient conditions for relative non-development 
in the latter sections. Australia, Switzerland, the United States and 
many other countries provide somewhat similar examples of extreme 
natural differences. 

In relating non-development to lack of resources one explains the 
phenomenon in terms of itself, but such is the nature of resources; 
they are not resources unless man’s technology can use them. It was a 
fortunate coincidence that the Industrial Revolution, in that important 

* Reprinted from Papers and Proceedings of the Regional Science Association, 
Vol. 4 (1958). 
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Mnufjf 7 olut ^ on whlch ^ d coal for generation of steam and 
manufacture of steel, occurred close to the coal fields of western 
Europe and eastern United States. In this case precisely what is cause 
and what is effect is difficult to determine. 

Equally important, once the concentration gets started, is the self 
generating momentum of the concentration itself. The concentration be¬ 
comes the important geographical fact. 1 A host of complementary ac- 

mid^th S 7 V1CSS eStabHshed ’ each hel P d ng the other in pyra- 
rre W h pr ° dactlve P rocess >‘ the largest market in the country is 
created in which transport costs dictate location of much industry if 
national drstributren is desired to take advantage of scale economies, 
bor the fringe areas to develop in the face of this formidable compe- 
tition poses an almost insuperable obstacle. 

This is not entirely correct, since the market of the core area is also 

nlrt^f rV 6 PI , lnClpal market for the comer area. However, if every 

by definiti Tth ” ia = ountr V were e ^ally developed or undeveloped^ 

if unde 1 d here W0U . ld ^ n0 Underdevel °P ed areas. By the same token 
if undeveioped areas develop at an even slower rate than developed 

areas, as is often the case, they remain relatively undeveloped. The 
contrast poses the problem. ^ 

tration T ^-industrialized countries there is a remarkable concen- 
nla d f , Se , 1 , ement “ ° ne P° rtion : this concentration cannot be ex- 

e 1 n n d re SOlel l, by r6S ° Urce endo ”t. The better areas are crowded 
beyond reasonable capacity and the remoter areas, many with reasonably 
good natural endowments, are relatively empty. Reasons for this are 

tecSJT "'i d 7 lnClUdC dif 2 iculty 0f shi fting lowland farming 
techniques to uplands or vice-versa, 2 lack of access roads, and generally 

associat^ C Iv e aPPa T tly '/° T® 3Way fr0m neighbors and the amenities 
associated even with a modest level of social overhead. 

The problem of concentration thus is world wide. Let us now examine 
the American situation in detail. 


theUnited Stages Th th * Localization of Industry in 

1954. uq c ’ i n Association of American Geographers XLIV 

1957,’ Ch. ni. Unnar Myrdal - Rich Lands and Poor l!nds, Nei York,’ 

llTXl*Y°o { r^%\ C pl a r r i 0 n r Sl The De r. e rl°P*' nt * ^ d ^eas in tk* fur 
Chicago, University of Chicago Pressf 1956), pp. 336-49^. ' Thomas ’ ed ” 
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MAP 1. Core Areas of the United States and Canada. 
Additional data. Area I (% U. S.): 7.7% area, 52% income, 70% persons 
listed in Who's Who. Area III (% U.S.): 6.9% area, 7.3% income. Areas 
I & III combined (% U.S.): 14.6% area, 50.3% population, 59% income, 
73.3% industrial employment. Area II (% Canada): .4% area, 19.8% popu¬ 
lation, 33% industrial employment. Areas I & II combined (% U.S. + 
Canada): 3.7% area, 41.2% population, 65.9% industrial employment. 
Areas I, II & III combined (% U.S. + Canada): 6.9% area, 47.7% popula¬ 
tion, 70.8% industrial employment. (For sources see footnotes 3 and 4.) 


CORE AREA OF AMERICA 

Map I shows the concentration area in the United States, about 7% of 
total U.S. area, generally called the industrial belt, since in addi¬ 
tion to concentration of population (43% of U.S. total) and income 
(52% of U.S. total), it is the center of industry with almost 70% of 
the U. S. total. 3 It has similar or even higher percentages of still 


U.S. population calculated from county data, in Census of Population, 1950 ; 
manufacturing employment from county data in Census of Manufactures $ 1947; in¬ 
come from county figures in U.S. Bureau of the Census, County and City Data 
Book, 1949 (A Statistical Abstract supplement, U.S. Government Printing Office, 
Washington, D. C. 1952). Canadian data from Census of Canada: 1951 Vol. IV, 
Labor Force, Occupations and Manufactures. (Dominion Bureau of Statistics, 
Ottawa). Note also C. D. Harris’ calculation that the belt contains 50% of 
U.S. retail sales (op. cit ., p. 319). 
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ClLf’onerL,. I ? “ the Unlted States Canada on Lines of 
Wirtth E °r , to 1WS Haullng 0ver 1.000,000 Net Tons Per Mile Per Year 
Widths of lines are proportionate to volume (of short tons of 2,000 lbs. j 

° ne 6xample ' about 70% of those listed in 

most countries of the world Mao 9 fR R TVa-p-p* \ 1 i 

transnnrt * • \ Ma P * W-K. Traffic) also shows the 

transport net focussing remarkably on the industrial belt* the 

would be true of natural gas and petroleum pipe lines. The core ™ 

in * sh^omei^ 18 V floWS ln the American economy. 5 Map 3, show- 

1 h P t of animals and products from the state of Iowa the 

L"u“" ",‘tir r r ' the » f •*» p ‘o £ 

industrial belt and secondarily to California the southern half of 

Necrology, etc.”, supplemLt to^ta'a^ llca . 1 index-Non Current Listings- 
1954). supplement to Who s Who mAmerica (Vol. 28, 1954-55, Chicago, 

Press .^Seattle, 1957 ““’ Aaerican Commodity Flom, University of Washington 
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MAP 3. Destination, by states, of Animals and Products Shipped out of 
Iowa by Rail, 1948. 

Widths of lines are proportionate to volune (of short tons of 2,00(1 lbs.) 


which tins, expecially since the war, developed into a subsidiary and 
smaller industrial concentration.^ 


INADEQUACY OF STATE DATA TO INDICATE 
DEGREE OF CONCENTRATION 

The map (Map 1) showing the industrial bell wan constructed on a t onmy 
basin, In thin manner it. was possible to show the really significant 
concentration better than by using states an building blocks. 7 Further, 
more in the process of making the map it wan discovered that must of 
the states of the United States are set up on a "long lot" basis tote 

if ^ 

Map 3 prepared from Interstate Commerce Cemmiaalon' « one percent w ample of 
rail traffic reported in Carload Waybill Ana ly»t», 1948, *»ahiagf on, IM . 
(atatamanta: 4838, October 1948; 492. January 1949; 498, March 1*140, 492«, 
June 1949), 

T 

C/e ftlio Harvey Pertoff# **Prdbltmg of Aumnnifig ftajtjiofuil f^rti^r******, ** H*- 
$imat intern*, Studies in Intern* md Wealth, V«il» ♦ N«t urn* I Httr#«u of 
Economic HoJicarch, N.Y,» Princoton, W57, $», 3*1* 
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“, nl , t0 the Cl f S 'C examples in French Louisiana and Quebec where 
land holdings are laid down at right angles to the major rivers or foci 

ties^Zsr^rM ^ foll ° Wed by many minor civil divisions arid coun- 
colI’taT ; T 6 “ SOUthern ^li&rnia with their nodes in the 

desert “ tCnt stretchin 8 out into the empty 

desert. This long lot characteristic is notable for most of the major 

un in? °i C . lnduSt 1 rial belt -' New York, Michigan and Wisconsin extend 

XL and%r e 1V Ad f°? daCkS ° r thC StCrile « lacial ^ash 

in uL . Z SC0U u ? CkS ° f the nortb - Illinois, Indiana and Ohio 
tL??n relativel y less fertile, non-glaciated 

J °^T’ the GrCat Pl3inS States ' from Dakota to Texas, 

Gateway noTs lorl ^ ot characte ri^ics extending from their eastern 
Gateway nodes m humid climate, into the semi-arid reaches of the 

this 6 ^ lg P ! alI1S ' 1116 Canadian Provinces also strikingly exhibit 

usi C mo a s r t aCt t e ? StlC l0ng nortb -^ b extent. result 

aggregates creates meaningless averages, masking sig- 

IftT t t at t i 'td 6 " 6 ?- ’ f ° r u OUr PUrP ° Se ’ HaSing the results - 

^rror an er ror r nS ^ avera ^ es thus ^ilds in an 

bill'd ?h a ? ^ man L PUrPOS6S and plaC6S Which mi 8 ht almost be more 

biased than using a world average, which at least has the merit of con- 

ming everything, and not just two diametrically opposite aggregates 
on which extreme long lot political units are based. 8gg 


ASSEMBLY AND MARKET ADVANTAGES OF CORE AREA 

Se r ?i t mi r i n ar t0 r th r e >, indUStri i al belt ’ *** reaS ° nS for the concentration 
sources 1131 f° 036 ln 6 reSt ° f the world: a combination of re- 

?rour’ P ur a n r os y es Start ' ,7* ° f Settlement ' and wba ^ is most important 
midina- of c ’ a se perpetuating momentum resulting from a pyra¬ 
miding of complementary activities and services to produce notable ex 
tema economies of scale and the largest market inZZZty tel 
result most assembly and selling can be most economically done in this 

WButlde^AT CXample ’ 98% ° f the members of the Anerican Machine 

southern j “ . °^ ly four are outslde ; two in contiguous 

outhern states and two in southern California. Chauncy Harrishas 

n«r- i ^ th market and Place to locate to reach the greatest 
national customer potential. For the West alone the center of gravity 
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is Los Angeles, so large is its population. 9 Finally, it should he 
emphasized that the market is becoming increasingly important as an 
industrial location factor because of increasing economies in consump¬ 
tion of fuels and raw materials and other factors. In 1900 each dollar 
of raw material yielded $4.20 in finished product; in 1950 $7.80, in 
constant value dollars. 10 Likewise it appears that economies in the 
shipment of bulky commodities in volume—coal, oil, ores--are increasing 
relatively to the handling costs of the finished packaged materials, 
further drawing industry to the market. However, the increasingly 
lower grade of many non-fuel mineral products may work in the opposite 
direction, although the main effect is merely to set up, near the ore, 
concentration plants which employ few, rather than fabricating estab¬ 
lishments employing many. 


PROSPECTS FOR THE FRINGE AREAS 

In contrast to the core areas the prospects for the fringe or corner 
areas appear rather bleak, since they are remote from the center of the 
system and the self generating momentum of the center. Their best hope 
is to possess some special lure such as the present role of climate of 
California or Florida, or, in the past, superior trees in the Pacific 
Northwest. Only by such lures have the comer areas been able to over¬ 
come their remoteness from the Industrial Belt, as I have noted for 
amenities in papers published elsewhere. 11 

One special point that deserves attention in the peripheral areas of 
the United States is that only one part, the South, has markedly lower 
per capita income than the core area. The West (especially the Pacific 
Coast) has essentially the same or even higher incomes than the core, 
whereas the lowest income state in the South, Mississippi, has only 
about 1/3 the per capita income of the highest in the North, although 
states not so deep in the South are better off. This is essentially 
the same pattern as in Italy, where the lowest per capita incomes, in 

g 

Chauncy D. Harris, “The Market as a Factor in the Localization of Industry in 
the United States. ” Annals of the Association of American Geographers, XLIV, 
1954, pp. 315-48. 

10 Edw. S. Mason, Economic Concentration and the Monopoly Problem, Cambridge, 
Harvard University Press, 1957, p. 255. 

1 Edward L. Ullman, “Amenities as a Factor in Regional Growth” Geographical 
Review, XLIV, Jan. 1954, pp. 119-32; Arizona Business and Economic Review, 
Vol. 3, No. 4, April 1954 and “A New Force in Regional Growth,” Proceedings 
Western Area Development Conference, Stanford Research Institute, Nov, 17 1954 
pp. 64-71. ’ ' 
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the Southern provinces, are only about 1/3 those in the north. 12 Pre- 
sumably somewhat similar disparities exist in other, older settled 
countries, whereas the newer West of the United States has migration 
into it controlled by real or psychic income available, rather than 
laving filled up earlier on a low income level, or something like that 
(precisely what is not germane to our problem). In terms of national 
percentage of concentration, however, the West and the South are similar 
except that the low per capita incomes of the South provide a special 
lure insofar as lower wage rates attract industry and lower living costs 
favor labor, although not true to the degree that a lower level of so¬ 
cial overhead (schools, roads, etc.) is associated with the lower per 
capita income and this in turn affects development. Likewise a high 
labor cost area provides more incentives for innovations in labor saving 
devices and thus stays ahead of the procession to that degree. 

Let us now consider the prospects of corner areas on a purely spatial 
basis. By definition a corner area would have less area and possibility 
for large market and concomitant thresholds for economies of scale than 

TjJn In 6 , location - ^ is a factor of some importance. If the 
1 40° 0°° population of British Gilumbia and the 2,600,000 population 
of Washington were added together a larger market and greater develop¬ 
ment theoretically would result. In practice this happens for some 
goods and services which can cross the international border, notably 

., e r Ce " tly , fln L lsl ? ed lon S ^stance natural gas and oil pipelines from 
the North, which the market of British Columbia alone could not have 
supported. For most industrial products however the boundary is a bar- 

r 06 °ri h T Y rail traffic aCr0SS the border showa («e 

Map 2) Southern California, and Mexico through remittances, however, 
o benefit from the flow of Mexican agricultural labor across the 
border Miami serves somewhat as’an air and resort center for neigh- 
bormg Latin America, etc., and all corner locations on the ocean can 
attempt to develop sea trade, which opens up the markets of the world 
to them. Some leakages thus are available. However in actual practice 
even without leakages, corner location need not be crippling because of 
the possibility of concentrated lures, as at Los Angeles. 

anrth^ 38 ^?^ ^ problemisthat are£ >s remote from the main market, 
telS U i Un f ble , C °T te nationally > do by the same token have a pro- 

ies of s ITll mark ,4, t ' J! e ^ e . the .P roblem is to develop sufficient econom- 
scale, southern Cali forma appears to be crossing this threshold, 


12 


Cf Lloyd Saville, “Sectional Developments 
•southern Economic Journal, XXIII, July 1956, 


in Italy and 
pp* 39-53. 


the United States 


I? 
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with many branch plants, although exactly how far this has gone is dif¬ 
ficult to say* ^ 

An institutional factor retarding regional development is the presence 
of national competition in the United States. This means that no one 
company gets all the business for one product in a region and hence the 
threshold of scale economies is not crossed and a local plant is not 
established. National competition in many lines forces industry to 
locate in the core and thus results in regional monopoly of the in¬ 
dustrial belt, the center of gravity of the country. As a corollary, 
therefore, one might say that much of our anti-trust policy has worked 
for regional monopoly of the industrial belt; however, I do not mean to 
imply that this policy has been any more than a minor factor, or that 
it is necessarily wrong. 

Protection from competition of the industrial belt can also produce 
advantages not related to scale economies. For example, a large aviation 
company in the Northwest, the only one in the area, feels that it has 
greater labor stability than other centers with many competitors because 
engineers and labor are not constantly shifting from company to company 
seeking better jobs; consequently, from management's viewpoint the 
benefits of isolation just about cancel out the drawbacks. 

In general terras, however, it seems safe to say that a region in the 
commercial American economy cannot be expected to grow unless it has some 
way s of sharing in some aspects of the total national market or supply 
area—in other words, be nationally commercial or competitive. Some¬ 
thing has to bring population into the area before local service can 
develop to serve it. This is the traditional pattern for development 
m the U.S., after the earliest subsistence era, as Douglas North has 
pointed out. 14 

Ckie way to visualize this might be to speculate on what would happen if 
the United States were divided into a series of 3 to 4 truly independent 
countries. How would each unit fare? Each would have to compete on 
the world market, instead of enjoying free access to the national market, 
to the extent this is permitted today by transport costs and national 
competition. So many variables are present in terms of varying resource 

^Edward L. Ullman, “A New Force” etc., p. 70. C/. also the statement about the 
South, ”... the new production represents in many instances a filling in of 
the local industrial structure.”, by Glenn E. McLaughlin and Stefan Robock, 
Why Industry Moves South, National Planning Association, Wash., D.C., 1949, 
p. 125. 

^Douglas North, “Locational Theory and Regional Economic Growth,” Journal of 
Political Economy, LXIII, pp. 243-58. 
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MAP 4. Distribution of Patents in the United States, by States, 1953-54. 
(For sources see footnote 17.) 

higher because of fewer members and general spillover of American in¬ 
come levels and prices.^ 

For the reverse process, creation of several individual countries in the 
United States, the opposite should occur; incomes would drop all over 
but development might increase in the smaller units, but decrease in 
the present core area. In both cases equal relative mobility or im¬ 
mobility of all factors of production (goods, capital, labor, etc.) is 
assumed. 


INNOVATION AND CENTERS OF CONTROL 

If the prospects for the fringe areas are bleak, what are their chances 
of overcoming this disadvantage by innovation and local initiative, 
especially in developing superior footloose industries and activities 


^Here we are talking of advanced countries, where Myrdal says “spread" effects 
operate. Cf. other aspects also as treated in Ch. Ill of Gunnar Myrdal, Rich 
Lands and Poor, N.Y., 1957. 
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MAP 6. Distribution of Members of the National Academy of Sciences, 

United States, 1952. 

(For sources see footnote 18.) 

granted to industries with nationwide plants. The situation is not the 
same today as it used to be when a local invention resulted in a local 
industry. Nevertheless localization of invention does create many 
localized industries even today, although exactly how many we do not 
know. 

Turning to some other measures of possible innovation or superior tech¬ 
nique, some further maps are presented whose bearing on the problem is 
probably even less direct, but which may at least be of interest for 
themselves. They are: location of leading scientists and scholars as 
represented by (1) members of National Academy of Sciences (top scien¬ 
tific honorary), and (2) directors of Social Science Research Council 
and directors and delegates of American Council of Learned Societies 
(humanities and social sciences). (See Maps 6 and 7)* 8 Note that the 
concentration is strikingly similar to industry—in the industrial belt 
and California, except for relatively greater emphasis on the eastern, 
older half of the industrial belt. (Perhaps a small part of the con¬ 
centration in the core area occurs because those close to the core are 
better known, simply because of more frequent contact). 

18 

Compiled from rosters furnished by National Academy of Sciences, Social 
Science Research Council, and A.C.L.S. 
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8. Distribution of Book Titles Published in the United States, 1954. 

(For source see footnote 19.) 

How are we to interpret these data? Does the concentration of great 
minds affect the development of regions? Manifestly, we in the fringe 
areas today, especially in cities or large institutions, are not as 
badly off as the Georgia poet Sidney Lanier was in the late 19 th century 
when he found in Baltimore what he missed in the South where there was “not 
enough^attrition of mind on mind ... to... bring out any sparks from a 
man.” Nevertheless the competition and inspiration from association 
with superior minds does affect the performance of others. Good also 
tends to attract good. The concentration of brains therefore has some 
effect on the future localization of intelligence, a legitimate part of 
regional development. How much effect this in turn has on the general 
underpinnings of economic development would be more difficult to de¬ 
termine. 21 

20 

p V 134 WyCk Brooks and Otto L * Bettman » 0ur Literary Heritage, New York, 1956, 

21 

Hp to now it has not been the dominant regional influence within all of the 
U. o., as witness the relative decline of New England, in spite of concentration 
°± certain skills and learning there, although strictly industrial research 
and development are probably not above the U.S. average. However, New 
England s initial rise, somewhat of a mystery, its subsequent failure to 
collapse utterly, and its future prospects, may owe something to local inge- 
nuity and invention; research-based industries are developing and apparently 
will become more important (c/. Richard M. Alt, “Research Based Industries in 
New England, Arthur D. Little, Inc., Cambridge, Mass., June 22, 1955, espec¬ 
ially pp. 8 and 16-22). r 
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MAP 10. Distribution of the Headquarters of Class One Railroads in the 
United States, by Dollar Revenue, 1950. 

The map of home offices of railroads, (Map 10) based on revenue, is 
especially interesting, inasmuch as it shows location on the margins of 
the industrial belt, at gateways to the rest of the country (except for 
Cleveland, a readily explainable special case based on real estate 
speculation). Major exceptions are port gateways elsewhere in the 
country. 3 

What does this concentration mean? As in patents, a decision to start 
something new or expand does not necessarily result in expansion at the 
headquarters of the company. Often, however, in the absence of com¬ 
pelling reasons, or even without reason, the expansion occurs at or 
close to headquarters. As one executive of a large company remarked to 
me “We would be less than human if we did not favor our own location.” 
In any case the research and innovation center is apt to be near home 
base; furthermore, competing or complementary innovators are regularly 
spun off from the parent; they establish their own plants, generally on 
a shoestring, and therefore naturally in the same town. In periods of 
contraction a company would also be more disposed to close out branch 


23 

Cf. Edward L. Ullman, American Commodity Flow , University of Washington 
Press, Seattle, 1957, Ch. 2. 
























170 


EDWARD L. ULLMAN 


plants than headquarters, as many communities learned to their sorrow 
during the depression. Exceptions might occur where the branch plant 
is more modern, but generally fringe areas might be compared to mi¬ 
nority groups; “First fired, last hired.” 


CONCLUSION 

Concentration within countries is the rule. This fact may signal the 
operation of a general localization principle in man’s use of the 
earth: initial location advantages at a critical stage of change be¬ 
come magnified in the course of development. 24 Geographical differ¬ 
entiation starts out as a matter of homeopathic doses of mild con¬ 
centration and winds up as a system of massive localization based on a 
wide range of internal and external economies 0 f scale. This direc¬ 
tion continues until some radical new change is precipitated and indeed 
may persist, even though new competitors arise elsewhere, through 
several such changes including cataclysmic wars or development of new 
energy sources as in the shift from wood to coal to petroleum and, in 
the future perhaps, even to nuclear energy. The really significant 
geography thus becomes the latter concentration of man himself, his 
works, his institutions, and his inventive momentum. 


Tlus concentration m practice takes the form of an area of concentra- 
tion m many countries as in the American industrial belt, rather 
than building up to one point, as Haig theoretically postulated some 
years ago. Reasons are obscure, but are probably related to resource 


WolZ t T T t V S , 1 , m , lla f/°" ce P t note Gunnar Myrdal, Rich Lands and Poor in 
World Perspectives, Vol. 16, Ruth N. Anshen ed., New York, 1957 PD 26-27 T 

discovered these statements after writing this paper. They read in Dart 

j p dill. “jjr, ke ' "““.'h “-■* 

“ inequalities between regions, ” and “occasionally these favored 
Lon™ 1 , 3 , and regl ° nS ° ffer P^icuUrly good natural conditions for the 
time wh C a tt lvltl es concentrated there; in rather more cases they did so at a 
time when they started to gain a competitive advantage ” Still other state 

southern e itaTv la ft lncl . ud . in e “°ting of the hampering of industrial growth in 
southern Italy after unification removed tariff barriers (pp. 28-29). 

accen^uate^an/ routes and establishment of commodity rates alone 

“The Role ef T d per P etuates initial areal differences is set forth in my 
r>t transportation and the Bases for Interaction’ 1 in Man** RnJ 

g“*“* “■ •/ *«■«*. l.t. iw. 

Except for the primate city in some countries and former Colonial areas. 



REGIONAL DEVELOPMENT AND CONCENTRATION 


171 


distribution and processing requirements, as Haig implied, and to 
strategic values of different sites for different purposes. In practice, 
of course, the concentration is at points--cities--in an area. 

The American industrial belt might also be considered as divided by the 
relatively less developed Appalachian barrier into two halves; seaboard, 
with New York as capital and central, with Chicago as largest city. 
Added to this would be a third, smaller node, southern California, 
protected by distance from the industrial belt competition, with Los 
Angeles as center of gravity. This arrangement superficially appears 
to coincide with a rank-size rule--New York, Chicago, Los Angeles, 
(especially if one considers Philadelphia an abberration!). However, 
the fit is too inexact, there is leakage in the system, especially 
through the port of New York and other ports and, most important, there 
are national functions in the two halves of the industrial belt. New 
York and Washington, however, are of a higher order on the hierarchy 
for many national services involving intangible flows, including fi¬ 
nance and government; conversely, the western half is higher for many 
large scale industrial and distribution activities involving tangible 
flows. Part of the mischief is caused by the center, New York, being 
on the edge of the country and thus not advantageously located for 
national assembly and distribution of many products.^ 

Prospects for the corner of fringe areas to compete with the core area 
are bleak, as many have noted, because of transport costs to the market 
and lack of local economies of scale, together with the assembly ad¬ 
vantages of the core area. The marked concentration of innovation and 
decision making in the core area also favors that area, insofar as an 
effect can be deduced. 

Prospects for the fringe areas are not all hopeless. Room exists for 
use of ingenuity in discovering and promoting still more distinctive 
lures in the fringe regions; later generations of entrepreneurs in the 
core area may become complacent, or old plants less efficient as a 
result of inherited obsolescence. Even mere emptiness of a remote area 
can become a lure, as witness the establishment of the atomic bomb 
range in southern Nevada, the best site in the country for this purpose.^ 
However, such advantages tend to be exceptions rather than the rule in 
the world today, in spite of exhaustion of many natural resources near 
the present centers. 

^C.D. Harris, op. cit . 

28 • * 

Within urban areas emptiness may provoke spectacular growth in furnishing 
large blocks of vacant land for large scale subdivisions, shopping centers, or 
even airports located on swampy ground. 
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A final factor of great importance is direct government intervention to 
even the competition, whether it be on the international level with 
capital and technical assistance, or particularly on the national level 
as the Cassa per Mezzogiorno-Fund for the South-in Italy. In the 
United States the same occurs with reclamation projects, highway al¬ 
locations, and the like. Fringe areas do have votes; in Italy they are 
numerous, since one poor vote is more or less equal to one rich vote; 
m the United States our built-in system of equal state representation 
in the senate gives added representation and political power to the 
West and South. To a degree this compensates for the unequal distri¬ 
bution of economic power, although I have no intention of pursuing the 
point In any event the “early” stages of development often are subsi¬ 
ded by someone for welfare reasons, whether it be children by parents 
or sc oo s or new metals such as titanium and magnesium, or new 
weapons such as airplanes by the government. Fringe regions are no 
exception, with low income fringe regions in particular even receiving 
an extra measure of assistance for humane reasons. 

The policy problem is to determine how far fringe assistance should go 
in terms of benefiting the total national welfare and not harming other 
sectors elsewhere. Internal country assistance tends to be greater 

^ “ te ™ atlonal > ln s P lte of ^e fact that mobility of population 
and other factors are greater internally than internationally. At the 

that the ne | r ° moves North, the federal government builds 
super highways m the South and pressure mounts for increased federal 
aid to education. As a result of these twin forces of increased mo¬ 
bility and increased national subsidy, disparity of per capita develop¬ 
ment within countries, at the least, will be less than would be the 

the^f ° Ut mi ° peration of these forces - If one postulates that 
these forces will be reasonably effective, then intranational disparity 

n concentration will be measured more in absolute terms of population 
density, industrial build-up and the like, and not so much in per 
capita income. On the world wide scene such a degree of anticipation 

suffici / arrant ’ r USe 0if laCk ° f 6ither «™sive mobility or 
fficientextra-regional and world wide assistance. However, some de- 

EtLoDearTr 3 m ^ thls direction, as with the proposals for the 
European Common Market which includes not only free exchange of goods 

pi al, but also of persons, within the six nations. Thus, Europe 
appears to be moving toward the pattern and scale of the United States. 



9- The Development of Spatial 
Distributions of Towns in Sweden: 
An Historical-Predictive Approach * 

Richard L. Morrill 


hpHE city or town is now the home of the 
J- majority of the population of the more de¬ 
veloped countries, but the rise of a modem 
urban culture has been rapid and rather re¬ 
cent. This phenomenon fascinates scholars in 
many fields. In geography, attention has cen¬ 
tered on three aspects of urbanization: the 
general nature of urbanization, 1 2 the detailed 
analysis of cities, and, within the framework 
of central place theory, 3 explanation of the 
size and location of places. 

This paper attempts a rather general ap¬ 
proach to the development of the spatial dis¬ 
tribution of towns. The approach recognizes 
that urbanization involves more than the loca¬ 
tion of central place activities; much urban 
su PP°rt derives, of course, from activities that 
do not depend on a local hinterland. Further¬ 
more, the development of urbanization takes 
place through time, and conditions are con¬ 


1 This paper is a partial report of research carried 
out at the University of Lund in Sweden under a 
grant from the National Science Foundation, Office 
of Social Sciences. Professor Torsten Hagerstrand was 
most generous in his aid to this research. A detailed 
presentation of methods, historical background, and 
findings is in preparation and will be published in 
Series B, Lund Studies in Human Geography (1963). 

2 A. E. Smailes, The Geography of Towns (Lon¬ 
don: Hutchinson’s University Library, 1953), pp. 7- 
83. Harold M. Mayer and Clyde F. Kohn (eds.), 
Readings in Urban Geography (Chicago: University 
of Chicago Press, 1959): Kingsley Davis, “The Origin 
and Growth of Urbanization in the World,” pp. 59- 
68, and Robert L. Dickinson, “The Growth of the 
Historical City,” pp. 69-84. Paul K. Hatt and Albert 
J. Reiss, Cities and Society (Glencoe: Free Press 
1957), pp. 64-222. 

3 For an annotated summary of central place work, 
see Brian J. L. Berry and Allan Pred, Central Place 
Studies, Bibliography Series No. 1 (Philadelphia: 
Regional Science Research Institute, 1961). 


stantly changing. For this study an experi¬ 
mental model has been developed in which 
a pattern of town distribution gradually 
emerges. The predictive model, of course, 
rests upon such general knowledge about the 
process of urbanization as has been accumu¬ 
lated over the years. For verification, the 
model was applied to a study area in Sweden. 
The objective of the paper is to develop a 
theory out of the study of real patterns, the 
test of which is whether the actual patterns 
could have been reproduced by the suggested 
theory. 

The discussion that follows is in four parts: 
first, a discussion of the major factors which 
must be taken into account in the study of 
urbanization; second, a tentative description 
of the process of urbanization; third, a review 
of the application of the model to a study area 
in Sweden; and finally, a summary of the sug¬ 
gested model of urban development. 

THE PROBLEM OF URBANIZATION AND MIGRATION 

The distribution of towns in any region 
(implying their location and size) is the re¬ 
sult of a long and complex interplay of forces. 
At the very least, any study which proposes to 
explain the origins of such patterns must take 
into account these major factors: (1) the eco¬ 
nomic and social conditions which permit and/ 
or encourage concentration of economic activi¬ 
ties in towns and cities; (2) the spatial 
or geographic conditions which' influence the 
spacing and size of towns; (3) the fact that 
such development takes place gradually over 
time; and (4) recognition that there is an ele¬ 
ment of uncertainty or indeterminancy in all 
behavior. 

The economic aspects of urbanization have 


* Reprinted from Annals of the Association of American Geographers Vol 53 
1963). 
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been actively studied and have yielded in¬ 
formation concerning the rate and direction of 
economic expansion, economies of agglomera¬ 
tion for activities in cities, threshold condi¬ 
tions for successful entry of activities, and the 
importance of technological change on the 
utilization of resources, natural and human. 
These data influence the kinds, scale, and 
spatial extent and grouping of activities and 
hence play a major role in the location and 
sizes of towns. 

The spatial analysis of distributions of towns 
comprises three aspects: central place theory 
asks how large an area is necessary to support 
towns, what is an efficient spacing of settle¬ 
ments, if there is an hierarchy of settlements. 
Central place activities can be considered as 
those which serve a local market. The under¬ 
lying assumption is that man makes some ef¬ 
fort at organizing his activities over space in an 
efficient manner. Central place theory seeks to 
ascertain what is the most efficient division of 
space, given an array of functions. 

In contrast, industrial location theory treats 
the spatial distribution of activities which 
serve regional or national markets and which 
depend on a complex of resources, transport 
connections, labor supplies, etc. These are 
nevertheless of even greater importance than 
central place activities as support for urban 
populations. A realistic model of urbanization • 
cannot ignore one or the other. An example 
of their mutual dependence is the emergence 
of an irregular central place net upon a mining- 
industrial complex or an agricultural base. 

The spatial process of the development of 
rural land uses, especially in agricultural and 
forest locations, provides a close link between 
the natural environment and human settle¬ 
ment. However, for purposes of this study, 
the effects of rural land use are subsumed 
through the location of central place and other 
activities which the rural land uses and popu¬ 
lation support. 

The growth of cities based upon the loca¬ 
tion and concentration of activities implies 
migration. Migration is the process in space 
through which the redistribution of popula¬ 
tion occurs. In the early stages of urbaniza¬ 
tion, almost the entire population of the new 
cities must have migrated from rural life. The 
pertinent spatial questions concern migration 


distances, types of migrants, and motivations 
of migrants. 

These spatial processes of central place loca¬ 
tion, industrial location, rural land use, and 
migration give rise to the observed distribu¬ 
tion of settlement—a scatter of towns, a few 
larger ones, many smaller ones, and a trans¬ 
portation network linking the towns and cities. 
Together they specify the spatial dimension of 
urbanization. 

The important role of the element of time is 
suggested by the very word, development. It 
is not possible to study a spatial process in 
isolation. 4 The present settlement pattern is 
the result of a long interplay of forces. The 
historical dimension is of crucial importance 
to the study of urban development for three 
reasons: (1) technologies change; (2) the 
characteristics of the urban population and 
physical plant are constantly being modified; 
(3) locational decisions are made at a point 
in time, after which social and economic con¬ 
ditions may radically change. Established lo¬ 
cations possess great inertia; once decided 
upon, removal is difficult. An efficient de¬ 
cision at one time may be rendered obsolete 
well within the lifetime of the facility. Previ¬ 
ous locations, later seen as good or bad, must 
powerfully influence future locations/ One 
must therefore ask whether the fact of growth 
in time supports or alters central place or in¬ 
dustrial location conceptions as presently for¬ 
mulated. 

Central place theory has undergone signifi¬ 
cant development in recent years. A conten¬ 
tion of this paper is that a further improve¬ 
ment can be realized through consideration of 
time as well as space, that is by requiring the 
locational concepts of central place theory to 
operate in an historical context. The gradual 
unfolding of distributions of towns over a long 
period of changing economic and social condi¬ 
tions helps account for the discrepancies found 
between theoretical and observed patterns. 5 

One reason for developing a model which 
operates in time is that our evaluation of space 


4 See also J. M. Blaut, “Space and Process,” The 
Professional Geographer, Vol. XII, No. 4 (1961), 
pp. 3-5. 

5 For other discussions of these discrepancies see 
Papers and Proceedings, Lund Symposium on Urban 
Geography, International Geographical Congress, 
Lund, 1960. (Lund: 1963). 
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changes with technological improvement, for 
example, with transportation innovation. How¬ 
ever, even if this were not true, the fact that 
growth as such is a process of change requires 
an expanded central place theory. Places do 
not suddenly change functional level, but 
gradually add new activities. Hinterlands ex¬ 
pand and contract. Commercialization and 
urbanization began in certain areas and slowly 
spread. 6 Under conditions of a moving fron¬ 
tier of settlement the effect of time is even 
more apparent. 7 The off-center gateway city 
is a case in point. Thus, at any one time the 
perfect equilibrium that static theory suggests 
can never exist in fact. 

The development of spatial distributions of 
towns then, takes place over time within a 
changing economic and social setting and is 
subject to changing conditions influencing lo¬ 
cation. A theory or model could now be 
devised which would determine in a strict 
economic or geometric manner all locational 
decisions. Our knowledge of the real world, 
however, requires us to admit the operation 
of another dimension to the problem—random¬ 
ness. In other words, locational decisions are 
subject to errors or uncertainties which we 
cannot specify or wish away. Human decisions 
are rarely perfect. People may not know a 
correct decision or be able to distinguish be¬ 
tween almost equally good alternatives. Gen¬ 
erally, in a period of time, there are many 
more possible locations for plants, or destina¬ 
tions for migrants, than plants to establish or 
persons to move. Some kind of random de¬ 
cision, like coin-tossing, is required to decide 
in the face of such uncertainty. Finally, theo¬ 
ries are simplifications and usually deal only 
with the major variables. Many small forces, 
whose net effect may often be considered 
random, also exist. Real patterns of activities 
and towns will be approximations growing out 
of many less than perfect decisions. If real 
patterns are to be understood, theory must in¬ 
corporate this uncertainty. 

6 Torsten Hagerstrand, Innovationsforloppet ur koro- 
logisk synpunkt (Lund: 1953). For a summary see 
“Propagation of Innovation Waves,” Lund Studies in 
Geography , Series B, No. 4 (1952). 

7 In Richard L. Morrill, “Simulation of Central Place 

Patterns over Time,” op . cit, Lund Symposium in 

Urban Geography, 1960, this aspect is treated in some 

detail. 


THE DEVELOPMENT OF DISTRIBUTIONS OF TOWNS 

The development of an urban pattern is a 
growth process involving the location of cen¬ 
tral place activities, that is, those which serve 
a local hinterland, non-central place activities, 
for example much manufacturing and trans¬ 
portation which have a non-local market, and 
migration, which provides many of the people 
for the growing towns. 

Central Place Activities ^ 

The basic notion in central place theory is 
that those activities which serve a surrounding 
population vary widely in the minimum popu¬ 
lation, purchasing power, or threshold, needed 
for their support. 8 Functional groupings of 
activities with similar thresholds, that is levels 
of urban function, are recognizable for a given 
time. A central place of the lowest level 
emerges, or an existing central place rises in 
importance, as it is able to satisfy these basic 
conditions: to dominate a hinterland with a 
population at least equal to the minimum 
needed, all parts of which are closer to the 
new central place than to any other existing 
central place. This becomes possible as den¬ 
sity of population increases, or as increasing 
wealth (as from industrialization and commer¬ 
cialization) of the society enables the same 
population to support a greater volume and 
variety of activities. Locations midway be¬ 
tween existing centers are most likely to be¬ 
come new centers, since they will be the first 
to be able to secure an adequate hinterland. 9 
Under perfect conditions, an hexagonal pat¬ 
tern of places would emerge (if there were 
only central place activities.) 

However, imagine an elongated area, which 
at a point in time is just able to support two 
central places. As wealth increases, the mini¬ 
mum threshold falls, and these two places en¬ 
joy “excess markets” until a new central place 
emerges. 10 Many specific locations can be 
expected to try to become a new center. There 
may exist one “best” location, but there may 
be several which satisfy the conditions of a 

8 B. J. L. Berry, and W. L. Garrison, “A Note on 
Central Place Theory and the Range of a Good,” 
Economic Geography , Vol. 34 (1958), pp. 304-11. 

9 Sven Godlund, “The Function and Growth of Bus 
Traffic Within the Sphere of Urban Influence,” Lund 
Studies in Geography , Series B, No. 18 (1956). 

10 B. J. L. Berry, and W. L. Garrison, op. cit. 
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sufficient hinterland. Which succeeds in win¬ 
ning out over its rivals is, in historical fact, 
found to depend on much more than geometry 
(a midway position). The presence or ab¬ 
sence of manufacturing and mining activities 
and transportation facilities, entrepreneurial 
skill, and an element of chance, as well as the 
present population and its characteristics may 
be decisive, and these factors must be in¬ 
corporated into an adequate theory. 

Non-central Place Activities 


movement. The displacement of persons as a 
result of political change has been reviewed 
recently by Velikonja. 11 Migration has been 
studied in three ways: (1) Migration to and 
from a state or country may be analyzed. 12 
Such studies reveal factors which both en¬ 
courage and restrict movements. Hence, they 
provide hypotheses to be tested for inclusion in 
a study of migration. (2) A common approach 
is a detailed socio-economic survey of regional 
or national migration or redistribution of popu¬ 
lation. 13 Such surveys often provide statistical 


Non-central place activities, typified by 
much manufacturing and by many transport 
routes, do not depend upon carving out local 
hinterlands. Many locations, whether a central 
place, or close or far from one, may compete 
for such activities. The probability of an area 
obtaining investments and employment varies 
with population (labor force) and its charac¬ 
teristics, size of existing settlements, the nature 
and extent of already existing activities (both 
urban and rural), transport position, and, of 
course, natural resources. 

A complete theory would include an indus¬ 
trial location analysis for each possible addi¬ 
tion of every type. Since the purpose of this 
study is to understand general distributions 
of towns and not specific industrial patterns, 
the location of manufacturers is treated at a 
secondary level. That is, if we take all the 
specific plant location decisions for a year, and 
look at them as a “set of plants or investments” 
to be allocated without concern for type, it 
is found that a random assignment (with re¬ 
stricted choice), taking into account the 
greater attraction of skilled labor pools, good 
transport, etc., will closely approximate the 
real pattern of location. A valuable simplifi¬ 
cation of model, a substitution of partial analy¬ 
sis, is thus permitted. 

Migration 

Migration is of fundamental importance to 
the development of the human landscape. Al¬ 
though it is a process in space, it has not been 
widely studied by geographers. International 
migration has been extensively studied, partic¬ 
ularly by historians and demographers. Al¬ 
though there are often similarities in motiva¬ 
tion between internal and international 
population movements, the latter involve polit¬ 
ical problems normally absent in more local 


tests of many notions about migration; for 
example, that there is a relation between mi¬ 
gration volume and distance. 14 (3) Another 
group has provided models of migration. 15 
Some of these are deterministic, that is, the 


11 Joseph Velikonja, “Postwar Population Move¬ 
ments in Europe,” Annals, Association of American 
Geographers, Vol. 48 (December, 1958), pp. 458- 
71. 

12 For example, J. Fraser Hart, “Migration and 
Population Change in Indiana,” Proceedings, Indiana 
Academy of Science (Indianapolis: 1957), pp. 195- 
203. Walter M. Kollmorgen, and George Jenks, “A 
Geographic Study of Population and Settlement 
Changes in Sherman County, Kansas,” Transactions 
of the Kansas Academy of Science (Lawrence: 1951), 
pp. 449-94. Richard L. Morrill, “Regional Growth 
and Net Migration,” University of Washington Busi¬ 
ness Review, Vol. 21 (1962), pp. 5-13. Warren S. 
Thompson, “Migration within Ohio, A Study of 
Redistribution of Population,” Scripps Foundation 
Studies in Population Distribution, No. 3 (Oxford, 
Ohio: Scripps Foundation for Research in Population 
Problems, Miami University, 1951). 

13 Donald J. Bogue, et al., “Streams of Migration 
between Subregions,” Scripps Foundation Studies in 
Population Distribution, No. 5 (Oxford, Ohio: Scripps 
Foundation for Research in Population Problems, 
Miami University, 1953). Migration in Sweden, A 
Symposium. Lund Studies in Human Geography, 
Series B, No. 13 (University of Lund, 1957). Popu¬ 
lation Redistribution and Economic Growth , Simon 
Kuznets and D. S. Thomas, eds. (Philadelphia: 
American Philosophical Society, 1959). Warren C. 
Thomthwaite, Internal Migration in the United States, 
Bulletin 1, Study of Population Redistribution (Phila¬ 
delphia: University of Pennsylvania Press, 1934). 

14 e Lovgren, “The Geographic Mobility of 
Labor,” Geografiska Annaler, Vol. 38 (1956), pp. 
344-94. Phillip Nelson, “Migration, Real Income, 
and Information,” Journal of Regional Science, Vol. 1, 
No. 2 (1959), pp. 43—74. Larry A. Sjaastad, “The 
Relationship between Migration and Income in the 
United States,” Papers of the Regional Science Asso¬ 
ciation, Vol. 6 (1960), pp. 37-64. 

15 For a summary of migration models see: Walter 
Isard, “Migration Estimation,” Chapter 3, Methods of 
Regional Analysis (New York: John Wiley & Sons, 




SPATIAL DISTRIBUTION 

migrant’s destination is determined by eco¬ 
nomic or distance conditions; 16 and others are 
probabilistic, that is, involve individual 
choice. 17 Recently the importance of individ¬ 
ual social contact has been stressed. 18 

The migration involved in the development 
of town distributions is primarily an internal 
circulation between rural and rural, rural and 
urban, and urban and urban locations. 
Throughout the period of urbanization the net 
effect of such movements generally has been 
the transfer of rural population to urban loca¬ 
tions. Migration is normally an individual or 
family movement which seems to depend on 
three major controls: (1) Distance between the 
origin and possible destinations. As the dis¬ 
tance from his origin increases, an individual 
is likely to have contact with a smaller and 
smaller proportion of available opportunities. 
The effect of distance as a barrier to migration 
changes over time, primarily with improve¬ 
ments in transportation and communication. 
Intervening opportunities may modify the role 
of distance. (2) The differential attractive¬ 
ness of areas, both those of present residence, 
and those of possible destinations. The most 
important attraction is the greater economic 
opportunity in more urban and/or wealthier 
areas, but climate and other amenities play an 
increasing role. (3) Information, in the sense 
that migrants must know about an opportunity 
in order to move to it. Frequently people 

1960). Richard L. Morrill, “The Development of 
Models of Migration and the Role of Electronic 
Processing Machines,” International Symposium in the 
Human Sciences: The Measure of Human Displace¬ 
ment (Monaco, May 1962). 

16 Esse Lovgren, “Mutual Relations Between Migra¬ 
tion Fields,” in Migration in Sweden, op. cit. (1957), 
pp. 159'-69. S. A. Stouffer, “Intervening Opportuni¬ 
ties: A Theory Relating Mobility and Distance,” 
American Sociological Review , Vol. 5 (1940). G. K. 
Zipf, Human Behavior and the Principle of Least Ef¬ 
fort (Cambridge: Harvard University Press, 1949), 
pp. 386-415. 

17 T. Hagerstrand, “Migration and Area,” Migration 
in Sweden , op. cit. (1957), pp. 126-52. R. Porter, 
“Approach to Migration Through its Mechanism” 
Geografiska Annaler , Vol. 38 (1956), pp. 317-43. 
Daniel Price, “A Mathematical Model of Migration 
Suitable for Simulation on an Electric Computer,” 
Proceedings, International Population Conference 
(Wien: 1959), pp. 665-73. 

18 Hagerstrand, op. cit. (1957), pp. 27-158. Ben¬ 
jamin Luebke, and J. F. Hart, “Migration from a 
Southern Appalachian Community,” Land Economics 
Vol 34 (1958), pp. 44-53. 
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migrate to areas to which friends and relatives 
have previously moved. 

These factors are brought together into a 
“simulation” model, a kind of probability 
model. It is necessary to state here that simu¬ 
lation refers to an experimental procedure of 
restricted choice which identifies a process— 
here urbanization and migration—and gener¬ 
ates patterns which are similar to actual ones. 
Before the model procedure is outlined, how¬ 
ever, the application of the model to a study 
area in Sweden will be presented. The model 
can then be seen in terms of a practical 
example. 

APPLICATION OF THE MODEL 

In this study the simulation model takes as 
a starting point the population pattern at a 
particular time. Then, for a selected later 
time period, assigns, i.e., chooses by means 
of random numbers, locations for new trans¬ 
port links (out of many possible ones), assigns 
locations for manufacturing or other non¬ 
central place activities, and assigns locations 
for central place activities. Each stage de¬ 
pends on the previous stage. These assign¬ 
ments of activities change the attractiveness 
of areas; i.e., the anticipated urban population 
creates new opportunities. The model then 
assigns, or chooses paths for migrants, be¬ 
tween all areas, in reflection of the altered 
opportunities. A new population structure 
results and the entire process is repeated in 
another time period. A flow-diagram illus¬ 
trates this process. 

Pattern Assign Assign Assign Pattern at time 1 modi- 
at time-> new -> new -> new->fied by urban population 
transport manu- central anticipated from above 

I links factures places assignments 

'A' 

repeat for new pattern assign migrants 
next time <- at time 2 <- between areas 
period 

Data Sources 

Sweden is a valuable area in which to 
conduct social studies, since rather accurate 
and detailed census statistics date from about 
1750. These include most changes of property 
and residence. The Census of Population is 
complete from 1750 for very small areas which 
have remained extraordinarily stable over the 
entire period. Data on details of migration 
are available, although use of parish church 
records is required. Data on the industrial 
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structure of places with a population as small 
as 50 are available. 19 The information on con¬ 
ditions in 1850 was taken from regional maps 
and histories of the period. 

The Study Area 

The particular study area was chosen for its 
simplicity and convenience. The boundaries 
generally enclose functional units. The area 
is restricted in size and population and con¬ 
tains no large cities or ports. Nevertheless it 
is a regional microcosm of the national urban 
pattern, and in fact of the urban pattern of 
any developed country. The same reasons for 
urbanization apply; the same kinds of eco¬ 
nomic activities are carried on; the same 
spatial forces which tend to produce an effi¬ 
cient pattern of towns are present. The dis¬ 
tinctive geographic conditions of the area have 


19 Tatortsregister: Jonkoping och Kronobergs Del., 
ed. Sven Dahl. (Stockholm: Geografiska Institution 
vid Handekshogskolan [Community Register]). 


contributed to a distinctive distribution of 
towns, to be sure, if one wishes to emphasize 
individuality. 

Historical Survey 

The study area, situated in southern Swe¬ 
den, is traversed by the main north-south 
railway and highway (Fig. 1). The popula¬ 
tion of about 270,000 has a density of less than 
50 per square mile, which is low by European 
standards. The area lacks much good farm¬ 
land; most of the land is forested. Although 
the wood industry (in all forms) is the most 
important, the area is one of a great diversity 
of small industries. Industrialization did not 
begin until 1865 and was not really significant 
before 1880. By 1960, however, manufactur¬ 
ing supported over 40 per cent of the popu¬ 
lation, whereas agriculture and forestry sup¬ 
ported but 30 per cent. In contrast to the 
United States, here one finds small factories 
scattered in towns and villages. Most famous 
are probably the glass factories, e.g., those at 
Orrefors and Kosta. 

Figure 2 depicts the contemporary scene. 
Dominance of north-south transportation 
routes is evident. A fairly wide sprinkling of 
urban-type settlements occurs; their distri¬ 
bution closely reflects the railway pattern. 
The objective of this research was to trace 
the development of this distribution to dis¬ 
cover the conditions which produced it, and 
to express them in a model which would pro¬ 
duce a similar distribution. 

As recently as 1850 urban development was 
extremely limited. Pressure on the land was 
great, and very large-scale migration to 
America was just beginning. Emigration 
reached its peak between 1870 and 1890. The 
distribution (about 1850) of parish churches, 
principal roads, inns, and mills is given in 
Figure 3. The population was rather evenly 
distributed. Only the local capital and three 
small regional towns provided a framework for 
the later urban development. 

Construction of the main north-south rail¬ 
way (Stockholm-Malmo) by 1865 provided 
the impetus for beginning industrialization. 
The route chosen was a straightened version 
of an old high road, but it deliberately by¬ 
passed principal towns. However a connection 
was built to the local capital the next year. 
This first line has always maintained its domi- 
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nance; hence many of the station villages 
created in the construction period have be¬ 
come important small industrial and commer¬ 
cial centers. The central place pattern was 
distorted by the railway—i.e., attracted par¬ 
tially to it. By 1880, fifteen years after the 
first railway, about twenty non-agricultural 
villages had developed, and the earlier towns 
grew rapidly. Some of the manufacturing 
development was in anticipation of a railroad. 
Perhaps only eight of these villages had any 
significant central place functions. A large- 
scale movement of population had begun to 
the towns and new station villages from the 
overcrowded countryside. 

The period 1880-1900 was one of net popu¬ 
lation loss from migration, but the towns and 
villages continued to gain population. These 
settlements frequently developed out of sta¬ 
tions on the new railways. Village growth was 
at the expense of rural areas of their own and 
neighboring parishes (Fig. 4). By 1900 
there were about thirty-five towns and vil¬ 
lages, most of which were growing very 
rapidly. Many railway lines were built. The 
motivation for some seems to have been to 
connect the new towns to the main north-south 
railway, but for others the motivation was to 
connect more important outside places. 

The urban situation in 1910 is shown in 
Figure 5. Although the population at this 
time could support about eighteen basic cen¬ 
tral places, only fourteen had developed. 20 
This discrepancy was simply the result of the 
spacing of earlier centers, which at this point 
in time were far enough apart to give many 
of them excess markets, but not far enough 
to permit new centers between. (See also 
Figures 13a and b). Similarly, there could be 
six higher-level centers, but the location of 
the four original towns prevented the growth 
of additional centers. Here is one example, to 
be found again and again in this study, of 
how an earlier decision in time prevents the 
most efficient location patterns and why it is 
necessary to include the historical dimension 
in the theory. 


20 The number of places that could be supported by 
a population at a given level can be determined from 
marketing data. If these are unavailable, the ideal 
maximum number of places may be estimated from 
the actual distribution by measuring the amount of 
excess markets. 


From 1900 to 1940 the population remained 
stable. Gains by natural increase were offset 
by net migration loss out of the area. Within 
the area, industrialization and urbanization 
proceeded rapidly. From 1940 to 1960 the 
population increased slightly as better oppor¬ 
tunities within the area slowed down migra¬ 
tion losses to other parts of the country. The 
urban patterns had now proliferated to the 
many centers shown on Figure 2. 

Several empirical “runs” of the model were 
made. Two trial simulations were made for 
1810—1820 and 1820-1840. Since no urbaniza¬ 
tion was occurring, the model simply assigned 
internal migration between parishes. The re¬ 
sults were adequate but suffered from lack of 
consideration of outside factors. Two other 
simulations using actual data were made. For 
the period 1860-1880 migration was simulated 
between parishes as before, but parishes 
through which the railway passed or in which 
it was known that some manufacturing was 
developing were weighted in accordance with 
employment anticipated by such investment. 
Differential growth of parishes was induced 
in the light of this predicted urbanization. For 
1960-1980 a predictive simulation was made 
in which areas were weighted by their urban 
population. Some of the detailed migration 
from selected areas is shown in Figure 6. 
These results were quite satisfactory and cor¬ 
relate with recent events and expected 
changes. 21 

The main set of simulations, however, was 
a united series for 1860 to 1960. Each simu¬ 
lation located new activities, which in turn 
changed the attractiveness of areas and in¬ 
duced a pattern of population gains and losses 
from migration. Beginning with actual 1860 
data and the presence of the four towns (Fig. 
3), the only other outside information used 
was the net growth or loss of the region 
in twenty-year intervals, 22 the volume of activ¬ 
ities that the population could support and 
the total demand for transportation, manu¬ 
facturing, etc. All railways, manufacturing, 
and central place activities were randomly 


21 Kunglige Arbetsmarknadsstyrelsen, Lokaliserin- 
gutredrdng For Kronobergs Ldn [Location analysis] 
(Stockholm: 1959). 

22 Shorter time periods would be preferable. The 
twenty-year interval was accepted for reasons of time 
and manpower. 
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assigned. The location of the assigned centers 
often coincided with the actual ones. In some 
cases this was random coincidence. In other 
cases the coincidence reflected the strong ad¬ 
vantage of the area relative to already exist- 
ing centers or a favored transport position. 
The choice of location for railroads was often 
quite restricted, and in several cases the routes 
coincided, at least in part. 

The one-hundred year simulation produced 
a dynamic distribution of urban places and 
currents of migration to support the urbaniza¬ 
tion. Distributions may be compared both 
from generation to generation and as end- 
products. Since it was not intended to try to 
reproduce the actual pattern, comparison must 
be more indirect. Some results are shown in 
Figures 6-9. The simulated and actual distri¬ 
butions for 1910 are shown on Figures 5 and 


7. The distributions for 1960 are shown on 
Figures 2 and 8. 

The objective of the study was to discover 
and utilize the major locational forces chan¬ 
neling urban development and migration. If 
this were achieved, the following character¬ 
istics of actual development should be 
matched by the simulated development: (1) 
The set of urban places should exhibit a 
certain range of sizes, yet maintain a spatial 
hierarchy. This was achieved very closely 
( e - Figs. 2 and 8). (2) The spatial distri¬ 
bution should have a certain set of distances 
between places. The distribution was close 
but there was slight tendency for the simu¬ 
lated towns to be more regularly spaced. The 
actual distortion resulting from historical 
change and from locations of manufacturers 
and railways was even greater than predicted. 



Figure 3 


Figure 5 
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(3) Early location decisions, railways, towns, 
and manufactures, should have strong and 
lasting effects on later locations. The model 
reproduced this process well. The extent to 
which the original towns, both in reality and 
in the model, restricted and channeled the 
ultimate development of the current distribu¬ 
tion was striking. Although there were great 
changes in the fortunes of places and much 
redistribution of population, such changes 
were not chaotic. The present distribution can 
be seen as the growth of the old distribution 
into new conditions. (4) Migration patterns 
should have a characteristic distribution of 
distances and directions. The simulation cor¬ 
rectly matched the typical distance traveled 
by migrants, but the failure to take into ac¬ 



count the strong dependence of migration on 
previous movements resulted in a more regu¬ 
lar migration field over time than actually oc¬ 
curred. This failure can be easily corrected. 
(5) A net flow of migrants, of certain volumes 
and directions, from rural to urban locations 
should occur. This was achieved. (6) Certain 
numbers and kinds of areas should gain or 
lose and by similar volumes. Again the pat¬ 
terns are similar (Figs. 4 and 9), but the simu¬ 
lation is somewhat too regular. Too few 
parishes lost. The problem here seems to be 
the omission from the model of significant 
variations in local birth and death rates. 

In sum, the model results can be considered 
realistic from the point of view of distribution, 
that is, similarity in spatial structure; and from 
the point of view of process, or a reasonable 
recognition and treatment of the pertinent 



Figure 7 


Figure 9 
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Figure 10 

forces. Deviations resulted in the main from 
oversimplified assumptions rather than from a 
mistaken approach. 

This example of the use of the simulation 
approach seems to indicate that the technique 
is applicable to a wide range of problems that 
involve the development of a spatial pattern 
over time. Their application to problems of 
innovation and the spread of techniques and 
ideas has been well demonstrated. 23 From 
culture to culture, area to area, and time to 
time, the exact nature of the forces to be built 
into a model may differ. In one kind of fron¬ 
tier settlement, for example, it may be best to 
locate as far as possible from another settler. 24 
In another case grouping may be required for 
protection. Most of the controls over location 
and migration, however, are more universal. 
Distance is always a barrier and, when crossed 
by a route, an opportunity. Only the impor¬ 
tance attached to it may vary. There seems to 
be much historical and predictive research 
that might utilize such methods: the spread of 
the frontier, the future development of urban 
patterns, and the spatial growth of the me¬ 
tropolis. The simulation technique, however, 
is not to be used for its own sake. It is useful 
only as its provides an operational framework 
for explanations of behavior in space. 



the simulation model 

The preceding example indicated the gen¬ 
eral nature of the model—a model which oper¬ 
ates as a process through time and which in- 

23 Hagerstrand, op. cit. (1953). Professor F. Pitts, 
University of Oregon, is now completing a dual study 
ot the spread of hand tractors and the disappearance 
ot horses in Japan. 

“Erik Bylund, Kolonisering av Pite Lappmark 
(Uppsala: Almqvist and Wiksell, 1959). 


volves locational choice restricted by many 
regularizing forces. More formally, this simu¬ 
lation model is a system represented by a 
sampling procedure (random numbers) which 
satisfies the same probability laws (for exam¬ 
ple, the probability of migrating various dis¬ 
tances).- 5 Probability models are often used 
when it is necessary to evaluate an otherwise 
indeterminate solution. Rather than various 
factors converging to a unique solution, a 
range of possibilities occurs. Certain possibili¬ 
ties, for example locations for an activity, are 
more likely choices than others and can be 
@, ve “ higher probabilities of being selected, 
ine final choice is random, i.e., given by ran¬ 
dom numbers. The procedure is also called 
the Monte Carlo” or “model sampling” 
method. In this technique, choice ultimately 
depends on previous decisions and their re- 
suits. The growth of a distribution of urban 
centers and the migration to support such 
growth can logically be treated in such a 
model. There are only a limited number of 
new plants, stores, or migrants, but many 
places compete for them. In addition, an in¬ 
dividual decision cannot be isolated from the 
historical stream of decisions. 

A simulation model, however, does not 
abandon all to chance. .Many forces tend to 
determine a solution, but there is always an 
element of choice. We cannot reproduce the 
real world exactly, but we may hope to gener¬ 
ate distributions which resemble those of the 
real world. 

Let us demarcate a study region, divide it 

A 25 S T: S hurchman ’ R - L - Ackoff, and E. L. 
Arnott Introduction to Operations Research (New 
York: John Wiley and Sons, 1957). 
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into component areas, and choose time periods. 
Figure 10, for example, depicts a possible situ¬ 
ation at the beginning of a simulation process. 
Necessary supporting information is collected: 
net growth rates for the chosen time period; 
the demand for new transportation; the 
amount of new economic activities of what¬ 
ever sort that can be supported; and the pro¬ 
pensity to migrate. 

Step 1 : Assignment of Transport Routes 

a. Each demanded link (Fig. 11, the link to 
C) has several specific possible routes. These 
are to be evaluated. Eligibility requirements 
may be included, for example, a rule that a 
possible route may be only a certain degree 
longer than the shortest possible route. 

b. To choose a particular route for a de¬ 
manded link it is necessary to determine the 
probabilities of the various alternative routes. 
These probabilities will vary according to dis¬ 
tance of the route, population (especially 
urban) of the areas traversed, and costs of 
construction. 

c. A specific route is chosen by means of 
random numbers as shown in the example 
(Fig. 11). These probabilities may be taken 
to mean in this case the relative lobbying 
strength of the proponents of the three alter¬ 
natives. Which group would prevail is un¬ 
certain. Resorting to a random number solves 
the problem, after the probabilities are 
summed in a form useful for matching against 
random numbers. 

The assignment of transport routes is impor¬ 
tant to the process of urban development, both 
because of directly added non-agricultural em¬ 
ployment, and because of the enhanced at¬ 
tractiveness of the served areas for other eco¬ 
nomic activities. 


Step 2: Assignment of Non-Central Place 
Activities 

a. The demand for new activities is a func¬ 
tion of population, income, resources, etc. The 
number of new plants for the entire area and 
their contribution to urban support is given 
from economic analysis. 

b. Eligibility of areas. All areas may be 
considered eligible, or restrictions may be im¬ 
posed. For example, an activity may be able 
to locate in a place (area) if costs of assem¬ 
bling and/or processing do not exceed some 
maximum level, and if the local labor force 
equals at least some level. Many areas might 
be rejected at once owing to excess cost or 
lack of labor (Fig. 12a). 

c. Probability of areas for receiving manu¬ 
factures. Even if eligible, areas will vary 
widely in their attractiveness to industry. The 
probability of locating in a particular area will 
depend on characteristics of the local rural 
and urban population, on the transport facili¬ 
ties existing previously or just assigned (Step 
1), on the cost of assembling materials and 
processing, and on the volume and kind of 
activities already present. This step is simply 
the application of industrial location concepts, 
but rather than a unique location being found, 
for every plant of each type, this model recog¬ 
nizes a choice for plants in general among 
several locations. The best locations, of course, 
have the highest probability of being chosen! 
Figure 12a shows how transport facilities and 
existing towns influence the probabilities. 

d. Random assignment of plants: To assign 
a limited number of plants among many possi¬ 
ble locations, random numbers may be used. 
To do this, it is necessary to convert the basic 



Figure 12b 
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Figure 13a 


probabilities (Fig. 12a) into useful form. In 
Figure 12b, the equivalent tally of numbers, 
to be matched against random numbers, re¬ 
places the basic probabilities. For example, 
the probability of area 5 to receive plants is 
.07. This is the range .04 through .10 if we 
add the probabilities cumulatively. The equiv¬ 
alent discrete numbers are 4-10. Then ran¬ 
dom numbers, as many as there are plants to 
be assigned, are matched against the tally. 
This process is illustrated in Figure 12b. 

Step 3: Assignment of Central Place Activities 

This process is one of determining which 
areas, out of many competing ones, will suc¬ 
ceed in carving out a local hinterland, as the 
economy is able to support greater volume 
and more levels of activities. The probabili¬ 
ties of areas receiving central place activities 
(to become central places) depends also on 
present and anticipated transportation and 
manufacturing activities. 

a. Find the maximum possible number of 
central places of a given level that could be 
su PP or ted by the population in the new time 
period. This is simply the total population 
divided by the minimum threshold needed. 

b. Before any possible new central places 
can be evaluated, minimum hinterlands around 
already existing central places at that level 
must be withdrawn from eligibility (Fig. 13a). 

c. Any hinterland, new or old, must satisfy 
these conditions: (1) The hinterland must 
contain at least the minimum threshold popu¬ 
lation. (2) The hinterland must contain no 
area which is actually closer to another exist¬ 
ing center. (3) The hinterland must be “inte¬ 
gral, that is contain no areas farther away 
than some closer available intervening areas. 


This does not imply a circular hinterland, 
since a hinterland may contain areas farther 
away in one direction than some areas which 
are closer to older central places in another 
direction; that is, the “gateway” hinterland 
may occur (Fig. 13a). 

d. The sum of areas around the old central 
places (areas enclosed by solid lines, Fig. 13a) 
constitute the withdrawn territory. All the re¬ 
maining territory from which the new central 
places and their hinterlands must come is ob¬ 
tained by subtraction. 

e. All possible theoretical hinterlands are 
now found. These must come out of the eligi¬ 
ble territory and satisfy the restrictions of c. 
However, since they are theoretical, not actual, 
their hinterlands may have many elements in 
common. In Figure 13a are marked thirteen 
such hinterlands, from which the actual ones 
will be chosen. 

f. Relative attractiveness of possible cen¬ 
tral places. Some areas can be expected to 
have a better chance to succeed in becoming 
central places than do others. This evaluation 
depends upon population, especially any urban 
population resulting from earlier assignment 
of manufacturing activities, and on transport 
position. These probabilities are treated as 
before (Fig. 13a). 

g. Which places actually become central 
places is determined by a priority given by 
random numbers. The first random number 
selects the first central place and minimum 
actual hinterland. When the first is selected, 
many others may be eliminated from consid¬ 
eration, since in contrast to theoretical hinter¬ 
lands, actual hinterlands must be mutually ex¬ 
clusive. All the possible central places con¬ 
tained in the first chosen hinterland or which 
have elements in common with it are now 
eliminated. For example in Figure 13b, the 
first number, 92, selects area 21 (place J). 
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Figure 14a 


Figure 14c 


This at once eliminates the possibility of cen¬ 
tral places in areas 17, 18, and 22. 

h. In similar fashion new central places 
and hinterlands are chosen until there are no 
more possible hinterlands from which to 
choose. 

i. There will now remain some areas, or 
parts thereof, which were not in the minimum 
hinterlands, but from which no additional hin¬ 
terlands could be formed (for example, the 
space between the minimum hinterlands of 
the old central places, Fig. 13a). These are 
simply assigned to the nearest central place. 

j. The process is repeated for higher levels 
of central places, except that, to be eligible, a 
place must already be a central place of the 
next lower order (as from a previous time 
period). 

Step 4: Migration 

While the underlying basis for population 
redistribution is the creation of differential 
opportunities (as assigned in the previous 
steps), the actual population shifts are brought 
about by migration. The model process is one 
of assigning migrants between areas. 



a. The propensity to migrate, or expected 
volume of migration from each source area, is 
a function of population and its characteristics 
(such as rural and urban components, age 
structure, race, education), employment con¬ 
ditions, resource depletion, and normal rates 
of turnover in job, residence, etc. 

b. The probability of migration between 
two areas: The most important factors affect¬ 
ing the destination of migrants from any one 
area to another are (1) the distance between 
areas, as a measure of the decreasing proba¬ 
bility of contact, (2) the differential attrac¬ 
tiveness of the area, and (3) previous migra¬ 
tion (as a key to contacts via relatives and 
friends). 

c. Relative attractiveness is an index which 
takes into account those factors tending to¬ 
ward regular net gains or losses. During the 
basic process of industrialization, commercial¬ 
ization, and urbanization which is studied 
here, this attractiveness is almost entirely a 
function of differential economic opportuni¬ 
ties. Therefore, it is reasonable to weight 



Figure I4b 


Figure 14d 
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more heavily those areas with present or antici¬ 
pated urban population (as a result of oppor¬ 
tunities created in the assignment of activities 
above (see Fig. 14a). The correct weight for 
such opportunities must be empirically deter¬ 
mined and statistically tested. 

d. The basic migration relation between 
any two areas, that is the probability that a 
migrant will choose that path, is of the simple 
inverse distance type (Fig. 14b). The proba¬ 
bility varies directly with relative attractive¬ 
ness of the possible destination and inversely 
with some function of its distance. The rela¬ 
tive strength of distance as a barrier is ex¬ 
pected to vary with the state of technology at 
the time or in the area and perhaps for rural 
and urban migrants. 

e. The sum of probabilities of migrating 
from one area to all its possible destinations is 
made to sum to 1 (for probability purposes) 
and converted into useful form as before. A 
typical pattern of such probabilities is shown 
in Figure 14b. There is such a set of probabili¬ 
ties for all source areas. 

f. Random numbers, equal to the number 
of migrants from an area, are matched against 
its “migration probability field” (Fig. 14b). 
The random numbers select specific paths 
(Fig. 14d). The process is repeated for all 
other areas. 

g. Results of migration assignment may be 
printed out (presumably from machine stor¬ 
age) in entirety (each migrant's source and 
destination) summarized into the total num¬ 


ber of migrants from each area to every other 
area, or further summed into the total number 
of migrants to and from an area (Fig. 14c). 
From the latter, the net gain or loss due to in¬ 
ternal migration is easily found. 

h. At this point the results of the assign¬ 
ment of activities and of migrants can be sum¬ 
marized, and the net population, including its 
rural and urban components, can be totalled. 
This sets the stage for repetition of the entire 
process for another time period. The results 
of one simulation in a period of time at once 
alter the population structure and require 
the computation of whole new sets of proba¬ 
bilities. The computations become enormous. 
For migration alone, in the present study 
using 155 areas, there are 155 X 155 or 24 025 
possible migration paths and probabilities, to 
be recomputed entirely for each time period. 
The entire migration process was therefore 
programmed for computer. 

The above outline of a particular model 
illustrates two useful properties of the simula¬ 
tion technique: (1) the fact that no particular 
mathematical sophistication is required and’ 
(2) the great flexibility of the model. Simula¬ 
tion is a sampling procedure. The “rules” of 
this sampling may be altered and realtered 
until the best possible results are obtained 
For this present study, the evaluation sug¬ 
gests the inclusion of additional rules, e.g., for 
migration. In this experimental manner, it is 
possible gradually to expand and improve our 
understanding of spatial patterns. 



io. Toward a Geography of Economic 
Health: The Case of New York State* 

John H. Thompson, Sidney C. Sufrin, Peter R. Gould 
and Marion A. Buck 


O PATIAL variation in such phenomena as 
^ levels of living or unemployment, and wide 
ranges in regional and local economic growth 
produce an interesting and important geo- 
graphy of economic health. Unemployment 
in general, and the designation of certain parts 
of the country as distressed areas in particu¬ 
lar, 1 have focused attention upon the need for 
action by local, state, and national govern¬ 
ment. 

Three of the authors of this paper were re¬ 
tained by New York State to present a report 
on the economic status of Upstate New York. 2 
The purpose here is to summarize some of 
the significant aspects of that report, and to 
present results of investigations carried out 
since its publication. Specifically, this paper 
considers the meaning of economic health by 
comparing its various facets, presents a 
statistical interpretation of the data used, and 
explores the possibility of making geographic 
reality out of the coarse grid of county statis¬ 
tical units. The final product is a map of 
economic health, using New York State as a 
case study. 

1 Distress," as indicated by the United States 
Department of Labor, is a function of unemployment 
exclusively, involving both amount of unemployment 
and duration of unemployment at various levels. 

2 Sidney C. Sufrin, John H. Thompson, Marion A. 
Buck, and Arland E. Charlton, The Economic Status 
of Upstate New. York at Mid-Century, With Special 
Reference to Distressed Communities and Their Ad¬ 
justments (Syracuse University: Business Research 
Center, College of Business Administration, August, 

PP- Departmental affiliations of authors 
of the present study are as follows: Thompson and 
Gould, Geography; Sufrin, Economics; and Buck, 
Business Research Center. 


Reasonable indicators of economic health 
such as unemployment and per capita income, 
when considered separately, produce quite 
different results. It is suggested, therefore, 
that various indicators might be used advan¬ 
tageously. It is further suggested that these 
indicators should include measures of both 
level of economic activity and trend in eco¬ 
nomic growth. The problem of combining 
several significant indicators into a composite 
measure is not new, 3 nor is it easy to imple¬ 
ment. This paper suggests that factor analy- 
sis produces useful results when several in¬ 
dicators are handled simultaneously, and pro¬ 
vides a logical basis for presenting spatial 
variation in economic health. A chorographic 
county map, usually far from spatial reality, 
can be reconstituted into a relatively accurate 
isopleth map by subjective interpretation of 
relevant geographic patterns. 

ECONOMIC HEALTH AND ITS INDICATORS 

The expressions "economic health,” "eco¬ 
nomic distress,” "stagnation,” and "under¬ 
development” do not have universally agreed 
upon or rigid definitions. To a great extent 
they are generally understood, but in actuality 
are reflections of the opinions and expecta¬ 
tions of individual observers. When the New 
York State study was begun there was no pre¬ 
conceived notion that one indicator of eco¬ 
nomic health was better than another. Rather, 
the question was raised as to whether dif- 

3 Experimentation along this line was carried out 
in John H. Thompson, “A New Method for Measur¬ 
ing Manufacturing,” Annals, Association of American 
Geographers, Vol. 45 (1955), pp. 416-436. 

Vol. 52 


* Reprinted from the Annals of the Association of American Geographers 
(March 1962). 
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Table 1. — Continued 


Table 1.—Hank Order of New York State Coun¬ 
ties for Nine Indicators of Economic Health 1 
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New York City 
(considered as one 
statistical unit) 

Nassau _ 

Rockland _ 

Suffolk _ 

Westchester _ 

Broome _ 

Chenango .. 

Delaware _ 

Otsego 


Cattaraugus 

Chautauqua 

Erie _ 

Niagara _ 

Albany _ 

Rensselaer ... 

Saratoga __ 

Schenectady 
Schoharie 
Warren 


Washington _ 

Alleghany ._ 

Chemung _ 

Schuyler _ 

Steuben _ 

Tioga _ 

Tompkins _ 

Columbia _ 

Dutchess _ 

Greene _ 

Orange _ 

Putnam 


Sullivan _ 

Ulster _ 

Fulton 


Hamilton .... 

Herkimer _ 

Montgomery 

Oneida _ 

Clinton _ 
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Franklin _ 

Jefferson _ 
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Livingston _ 

Monroe _ 
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38 50 33 58 45 39 53 35 56 

58 54 16 56 35 56 45 56 57 
2 24 18 40 11 29 36 39 16 

56 22 22 19 56 7 47 53 24 

30 49 45 36 50 10 24 46 36 
53 55 53 51 55 52 57 15 53 
25 53 49 34 30 44 39 38 37 

50 52 58 46 53 54 11 42 43 

14 16 40 5 44 6 37 19 3 

17 38 30 27 19 11 33 26 30 

34 41 29 37 25 20 46 33 15 

7 18 11 39 6 25 9 16 8 

45 23 28 43 28 18 38 52 39 

28 29 44 7 41 13 51 10 35 


'gw 
U i 

i ® t— 

c- O'* 2 

IS-2® 

go 

Sl 7 « m "S 

« I <0 C ID i 

a? if si 

25 £5 g»S 
S' i—f o q yffl 
a*r-S«2 «T 

C § ■fi C 2 S) 

8 i 8 g |.s 

h o t ? o £ 


5 58 1 45 2 53 19 51 31 


Seneca 

Wayne 


|o gi 

«§ ig 
11 if 

O § U o 
e e ID u 

►H.S ft 5) 


9ifs 

§•“ 1,1 

ft SI b£h3< 


s 
0) 

§2 > 


'O'^I 
ID 10 
TJO 
T3 r-H 


a 


•s o7 fc 

. b.oa > 


_ „ *,05 

105 ST 
O-rt U *T 

si 

ft<N ft £ 


ft Or 


•K *205 *j rj 4 j g w 

11 l| 11 

s si“ §£ 

ft ft S ft ft ft .a 2 g 


Wyoming 

Yates _ 

Cayuga ... 
Cortland .. 
Madison .. 
Onondaga 
Oswego .... 


- 15 30 57 10 16 15 10 6 18 

- 19 21 38 6 21 3 44 28 38 
. 23 45 25 14 31 28 54 44 22 

- 48 27 55 21 54 57 50 32 46 
. 42 32 26 49 36 47 41 55 42 
. 46 20 37 50 40 49 35 50 45 

47 13 36 32 52 37 49 40 51 
11 12 8 23 12 19 13 21 13 
55 33 41 53 57 35 43 54 32 


1 The counties in this table (and also Table 3) are listed 
m a regional rather than an alphabetical order. For example, 
?ri *w W Cl<y suburban cooties of Nassau, Rockland, 

and Westchester are grouped together, as are the Buffalo 
area counties of Cattaraugus, Chautauqua, Erie, and Niagara. 
r“./ eg ^ onal v ord - 15 employed in statistical tables published 
f Y ° rk Stat ® De P artm ent of Commerce, and is an 
attempt to group counties into what that Department consid¬ 
ers to be “economic areas.” 


ferent indicators produced similar or quite 
different results. 

Because of the wide variety of economic 
data available for countries, they are used as 
the statistical unit. The period of investiga¬ 
tion is 1947-1958. The work is carried forth 
under the premise that level of economic con¬ 
ditions and trends in economic conditions are 
two different, but essential, elements in the 
concept of economic health. For example, in¬ 
crease in per capita income between 1950 and 
1957 measures economic health, but in a dif¬ 
ferent way than per capita income for any one 
time during that period. Based on this prem¬ 
ise of the duality of economic health, per 
capita income, unemployment, and population 
in the 20-49 age group are used as indicators 
of level of economic health, whereas increase 
in per capita income, growth of population, 
growth in total employment, growth in retail 
sales, increase in value added by manufacture, 
and increase in earnings are used to show 
trends in economic health. No argument is 
presented here that these nine indicators are 
the best that could be devised, but they were 
selected as most appropriate from a larger 
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itfon are SJu? S * ate Counties ' Those P arts of UJrban counties which have experienced little or no urban- 


number representing the spread of available 
data. 

Table 1 shows the rank order of counties 
for each of the nine indicators. There are 58 
counties (counting New York City as one). 
A ranking of “1” is an expression of first place 
or highest level of economic health; “58” in¬ 
dicates last place or lowest level. It might be 
noted that New York City ranks first in per 
cent of population in the 20-49 age group, 
implying that there is an in-migration of 
people in this, the most vigorous age level. 
On the other hand, it ranks forty-fifth in per 
cent growth of employment. Nassau County, 
known for its recent rapid growth because of 
a peripheral location with respect to New 
York City, ranks first in per cent growth of 
employment, but twenty-seventh in increase 
in per capita income. These and most other 
variations in rank order among the indicators 


make sense when the situations are examined 
in detail. The important point is that a wide 
variation in rank order occurs. Table 2, 
which contains rank-order correlation coef¬ 
ficients, further illuminates the divergencies 
between the indicators. Table 3 shows the 
divergencies in actual figures, i.e. per capita 
income in dollars, population growth in per 
cent, and so forth. 

Figures 2 through 10 also show data for the 
various indicators, but in addition exhibit, 
through map patterns, a quintile breakdown! 
In each case the lighter the pattern the greater 
the implied economic health. 4 


Were other areas to be mapped and compared 
with New York State, the same dates and same 
numerical breaks between quintiles would have to 
be employed. In such a case, Pennsylvania, New 
England, or some other area might conceivably fall 
largely in two, or even one, of the categories based 
on the New York State quintiles. 
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Table 2.—Rank Order Correlation Coefficients for New York State Counties 


Increase in Per Capita 
Income, 1950-1957 
Per Cent of Population 
Growth, 1950-1956 
Per Cent of Population in 
20-49 Age Group, 1950 
Per Cent Growth of Total 
Employment, 1947-1956 
Per Capita Income, 1958 
Per Cent Growth in Retail 
Sales, 1948-1958 
Per Cent of Average Unem¬ 
ployment, 1949-1958 
Per Cent Increase in Value 
Added by Manufacture, 
1947-1954 

Increase in Average Weekly 
Earnings, 1950-1958 


si 

•52 

o „ 
2 u 

s s 
§8 
« 0 


O© 

£2 


1 ! 

Si 

So 

h 

ftlC* 


JS| 

« e 

p« £ 


o i 

•WO 


£00 

«w 

c<o 

S3 

tcoo 

as 


If 

a 


'Sw 

Is 

T3 | 

oa^ 

PO) 


a a 

5*3 

G G 
8 | 


2 

$>00 

SOS 

Si 

gs 


1.00 

0.42 

0.55 

0.34 

0.77 

0.34 

0.58 

0.36 

0.59 

0.42 

1.00 

0.53 

0.43 

0.51 

0.42 

0.43 

0.29 

0.47 

0.55 

0.53 

1.00 

0.06 

0.72 

0.27 

0.41 

0.06 

0.41 

0.34 

0.43 

0.06 

1.00 

0.37 

0.56 

0.30 

0.53 

0.46 

0.77 

0.34 

0.51 

0.42 

0.72 

0.27 

0.37 

0.56 

1.00 

0.37 

0.37 

1.00 

0.59 

0.17 

0.40 

0.43 

0.49 

0.43 

0.58 

0.43 

0.41 

0.30 

0.59 

0.17 

1.00 

0.39 

0.61 

0.36 

0.29 

0.06 

0.53 

0.40 

0.43 

0.39 

1.00 

0.48 

0.59 

0.47 

0.41 

0.46 

0.49 

0.43 

0.61 

0.48 

1.00 


Table 3—Status of New York State Counties According to Nine Indicators of Economic Health 


Increase in Per cent 
per capita population 
income, growth, 

1950-1957 1950-1956 

Per cent 
population 
in 20-49 
age group 

Per cent 
growth em¬ 
ployment, 
1947-1956 

New York State 

662 

9.00 

45.93 

8.92 

Upstate 



New York City 

761 

1.90 

48.20 

1.18 

Nassau 

452 

66.00 

47.42 

151.13 

Rockland 

655 

14.70 

45.34 

41.55 

Suffolk 

310 

70.30 

43.48 

150.10 

Westchester 

818 

13.54 

45.61 

36.64 

Broome 

730 

10.24 

43.92 

12.88 

Chenango 

392 

7.22 

38.13 

18.97 

Delaware 

377 

6.21 

39.16 

65.45 

Otsego 

332 

7.03 

38.66 

12.00 

Cattaraugus 

425 

6.34 

40.47 

7.48 

Chautauqua 

538 

8.42 

40.96 

10.88 

Erie 

573 

10.85 

45.14 

11.34 

Niagara 

770 

13.97 

44.77 

33.01 

Albany 

472 

7.79 

44.40 

13.67 

Rensselaer 

419 

7.21 

43.07 

-0.09 

Saratoga 

394 

10.77 

41.87 

-0.02 

Schenectady 

762 

12.83 

46.32 

4.13 

Schoharie 

323 

7.27 

37.92 

33.33 

Warren 

430 

8.49 

40.45 

3.13 

Washington 

Alleghany 

434 

420 

3.80 

5,10 

39.78 

39.03 

15.63 

-0.15 

Chemung 

482 

13.07 

42.45 

4.48 

Schuyler 

383 

8.33 

37.04 

12.50 


averageun- ™2i 


1958 


Per capita 
income, 
1958 


2609 

2086 

2906 

2811 

2406 

2571 

3456 

2202 

1650 

1731 

1697 

1720 

1952 

2188 

2401 

2373 

1695 

1616 

2641 

1586 

1965 

1741 

1615 

1777 

1523 


16.66 

17.99 

1.26 

136.32 

61.46 

122.58 

42.89 
17.13 
36.24 

8.11 

8.03 

3.79 
6.50 

21.83 

25.08 

13.64 

4.80 
14.39 
11.66 

9.28 

11.89 
5.92 
4.36 
8.56 

-12.57 


8.36 

8.70 

8.33 

5.82 
4.76 

8.82 

8.57 
5.25 
8.99 
7.75 

17.11 

7.07 

10.15 

8.66 

6.14 

5.14 
15.49 

8.21 

5.85 

19.03 

14.16 
3.84 
9.87 

8.58 
9.95 


21.94 
36.24 

1.63 

300.14 

116.56 

486.34 

30.54 

39.95 
54.32 

110.54 

39.02 

3.56 

23.41 

34.30 

42.73 
13.45 

8.22 

10.93 

105.52 

-24.59 

17.73 
48.38 
50.50 
48.09 
17.49 


27.70 

27.81 

27.95 

26.69 

29.98 

34.64 

29.42 

24.75 
22.97 
24.10 
17.84 
20.52 
24.46 
29.03 
33.01 

24.76 
21.57 
26.78 
40.45 
18.04 

17.76 

25.76 
30.32 
24.70 
22.87 
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Table 3.— Continued 



Increase in Per cent 
per capita papulation 
income, growth, 

1950-1957 1950-1956 

Per cent 
population 
in 20-49 
age group 

Per cent 
growth em¬ 
ployment, 
1947-1956 

Per capita 
income, 
1958 

Per cent 
growth re¬ 
tail sales, 
1948-1958 

p Per cent in- 

crease value 

average un- added by 

manufacturing, 
1948-1958 1947-1954 

Increase 

average 

weekly 

earnings, 

1950- 

1958 

Steuben 

495 

7.39 

38.64 

28.00 

1815 

13.75 

7.83 

67.25 

25.64 

Tioga 

417 

9.49 

38.17 

11.11 

1667 

19.61 

7.33 

42.54 

46.51 

Tompkins 

676 

19.76 

46.54 

19.81 

2033 

14.36 

5.86 

14.39 

25.14 

Columbia 

447 

5.08 

39.31 

7.14 

1896 

26.30 

13.25 

4.27 

19.46 

Dutchess 

676 

19.21 

43.80 

34.69 

2325 

22.64 

6.94 

80.82 

32.38 

Greene 

393 

2.81 

38.11 

37.50 

1737 

15.06 

11.30 

45.10 

19.75 

Orange 

492 

12.37 

42.62 

22.47 

2045 

17.87 

10.15 

30.26 

21.42 

Putnam 

621 

15.51 

42.09 

28.57 

2526 

25.40 

9.77 

279.67 

22.76 

Sullivan 

460 

6.26 

41.32 

-0.02 

1991 

20.93 

8.38 

45.32 

16.42 

Ulster 

676 

7.17 

41.33 

63.80 

1839 

27.98 

9.12 

55.21 

32.55 

Fulton 

337 

5.22 

40.38 

-0.12 

1618 

-2.06 

23.26 

-24.01 

17.09 

Hamilton 

248 

2.60 

40.17 

-0.23 

1263 

37.64 

n.a. 

43.08 

10.47 

Herkimer 

406 

4.05 

40.44 

-0.24 

1629 

10.38 

17.98 

21.90 

16.08 

Montgomery 

230 

3.04 

42.80 

-0.22 

1730 

-9.11 

14.41 

-13.71 

11.47 

Oneida 

784 

8.58 

42.60 

4.81 

2349 

15.56 

11.68 

15.58 

27.77 

Clinton 

289 

8.71 

41.64 

21.21 

1419 

40.31 

14.65 

-0.88 

24.86 

Essex 

440 

4.07 

39.10 

7.44 

1550 

32.06 

8.71 

8.63 

22.24 

Franklin 

313 

2.82 

37.98 

-0.07 

1438 

3.46 

27.68 

49.27 

17.76 

Jefferson 

469 

3.32 

38.46 

7.50 

1748 

7.64 

13.15 

16.36 

22.20 

Lewis 

336 

3.34 

36.68 

0.00 

1461 

-1.36 

6.84 

14.22 

20.55 

St. Lawrence 

604 

10.74 

39.72 

55.78 

1632 

41.41 

11.96 

50.08 

38.64 

Genesee 

551 

2.81 

40.48 

12.62 

2023 

29.23 

10.28 

39.03 

23.52 

Livingston 

424 

6.63 

40.61 

7.27 

1840 

22.95 

14.46 

25.93 

27.81 

Monroe 

682 

9.91 

44.04 

6.71 

2569 

19.27 

6.48 

48.84 

32.04 

Ontario 

372 

8.56 

40.63 

3.88 

1784 

23.85 

12.79 

1.45 

21.90 

Orleans 

451 

7.91 

39.15 

43.90 

1685 

26.50 

17.01 

63.48 

22.66 

Seneca 

583 

7.80 

36.97 

37.14 

2097 

25.58 

6.61 

107.20 

26.75 

Wayne 

536 

8.72 

39.79 

49.43 

1991 

105.21 

14.27 

35.38 

22.09 

Wyoming 

480 

6.20 

41.16 

33.33 

1747 

17.11 

18.78 

11.08 

25.19 

Yates 

354 

8.40 

37.20 

19.05 

1452 

-12.12 

16.16 

26.90 

19.97 

Cayuga 

390 

7.79 

41.03 

-0.03 

1725 

5.19 

13.73 

-7.61 

21.16 

Cortland 

369 

9.15 

39.91 

-0.05 

1693 

4.70 

11.64 

1.88 

20.19 

Madison 

357 

10.88 

39.94 

10.91 

1518 

11.79 

15.55 

15.49 

17.77 

Onondaga 

667 

11.88 

44.78 

16.33 

2330 

23.12 

7.02 

44.76 

28.74 

Oswego 

303 

7.66 

39.44 

-0.10 

1393 

12.73 

14.19 

-7.01 

22.93 


COMBINING THE INDICATORS 

Tables 1 through 3 and Figures 2 through 
10 provide considerable evidence of spatial 
variation in economic health and clearly show 
that each indicator must measure a somewhat 
different facet. It follows that the question 
should be raised as to whether there is any 
rational basis for combining the indicators 
into a single measurement or ranking of eco¬ 
nomic health. Certainly it would be useful if 
this could be done. 

Equal Weighting 

When there appears to be no basis for say¬ 
ing that one indicator is better than any other, 
there is always an urge, and frequently some 
justification, for weighting the indicators 


equally. For Figure 11 the indicators within 
the level and trend categories are weighted 
equally to provide level and trend rankings. It 
is not surprising that on this map New York City 
exhibits a very high ranking (4th) among the 
fifty-eight counties in level of economic de¬ 
velopment, but a low one (46th) in trend; or 
that St. Lawrence County, a relatively poorly- 
developed county, which profited from con¬ 
struction of the St. Lawrence Seaway and 
Power projects during the 1950's, should rank 
low (43rd) in level but high (4th) in trend. 

If the equal weighting procedure is carried 
one step further, all indicators, both level and 
trend, may be combined to produce a single 
ranking of economic health. In such a case 
the single ranking is derived by adding the 
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hilth T jLnHi* 1 , 195 i Im ?. liC , ati T : ** higher the per capita income, the better the econonTc 

T !?n qt l patterns plus the actual values m dollars point up outstanding variations within the state 

are largely mraT ^ ^ Iwk ^ compared t0 ones with smaller centers, or those which 

Table 4.—Factor Loadings 1 


Significant dimensions of 
_economic health 


Terms of uniqueness and error 


Increase in Per Capita 
Income, 1950-1957 
Per Cent of Population 
Growth, 1950-1956 
Per Cent of Population in 
20-49 Age Group, 1950 
Per Cent Growth of Total 
Employment, 1947-1956 
Per Capita Income, 1958 
Per Cent Growth in Retail 
Sales, 1948-1958 
Per-Cent of Average Un¬ 
employment, 1949-1958 
Per Cent Increase in 
Value Added by Manu¬ 
facture, 1947-1954 
Increase in Average 
Weekly Earnings, 1950- 
1958 _ 

x Decimals rrmif+Prl 


in 

-1554 

IV 

-2919 

V 

0531 

VI 

-2302~ 

VII 

-1676 

VIII 

2972 

IX 

-1100 

3799 

4952 

-2215 

0805 

-1044 

2014 

0313 

3165 

-0678 

0171 

1571 

-0139 

-2566 

-1662 

0914 

0686 

-1490 

-4042 

-0324 

-2133 

-0690 

0156 

4700 

-2770 

-2114 

-2277 

2753 

-0566 

0980 

0411 

2606 

-0885 

1157 

2435 

0127 

-4696 

0263 

0068 

-0386 

3838 

0196 

-0448 

-3193 

-0161 

-2470 

4054 

-0885 

-0063 

-0602 

-2183 

0195 

4629 

0598 

-2281 

-1129 

0923 
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Fig. 3. Increase m per capita income, 1950-1957. Implication: the greater the increase in per capita 
mcome, the better the economic health. A comparison of this map with Figure 2 illustrates an appreciable 
difference in the two indicators. Counties on Long Island rank high in per capita income, but much lower in 
increase m per capita income. This can be explained by the extensive postwar migration of middle-income 
people mto a relatively high income area. St. Lawrence County is a striking case of low per capita income 
(4th qinntile on Fig. 2) but rapid growth (2nd quintile on Fig. 3). Construction of the St. Lawrence Sea¬ 
way and Power projects during the 1950 s undoubtedly explains the increase in income. 


ranks of the individual indicators and re-rank¬ 
ing the totals. Such is the basis for Figure 12. 
The result shows Rockland County ranked 
first, and Fulton County in the distressed 
middle Mohawk region, ranked last (58th). 

Factor Analysis 

Subjective judgment based on knowledge of 
conditions within the state suggests that 
Figure 12 is reasonably accurate, yet it must 
be pointed out that in this case the equal 
weighting technique is without underlying 
mathematical logic. It is in just such a situa¬ 
tion that statistical treatment can often be use¬ 
ful. When applied to this problem, factor 
analysis constructs a foundation of logic upon 


which the results presented can rest with some 
security. 

Most of the pioneer work in factor analysis 
has been carried out by psychologists and has 
been developed, in part, to deal with problems 
similar to the one considered here; namely, 
to condense a number of measures into one or 
more independent factors. 5 Sheer computa- 

5 The basic work in the field is L. L. Thurstone, 
Multiple Factor Analysis (Chicago: University of 
Chicago Press, 1949). Another advanced work in¬ 
corporating the latest techniques is Harry H. Har¬ 
man, Modem Factor Analysis (Chicago: University 
of Chicago Press, 1960). The best introductions to 
the subject are Godfrey H. Thompson, The Factorial 
Analysis of Human Ability (New York: Houghton 
Mifflin and Co., 1951) and Benjamin Fruchter, In - 
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NEW YORK 

AVERAGE UNEMPLOYMENT, 1949-1958 M, 

(MAP PATTERNS ARE BY QUINTILES; NUMBERS SHOW PER CENT 
OF TOTAL COVERED EMPLOYMENT RECEIVING UNEMPLOYMENT 
INSURANCE BENEFITS} 
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Fig. 4. Average unemployment, 1949-1958. Implication: the lower the unemployment levels the better 
the economic health. Unemployment is the indicator most widely used to identify economic distress, and this 
map points up some of the outstanding distressed areas, particularly the middle Mohawk region. It also 
reflects the seasonal character of Job opportunities in some of the northern Adirondack and other rural coun¬ 
ties. Where Jobs are plentiful only in certain seasons, average unemployment figures always are high. 


troduction to Factor Analysis (Princeton: Van 
Nostrand Co., 1954). A geographer might also note 
M. J. Hagood, “Statistical Methods for Delineation 
of Regions Applied to Data on Agriculture and Pop¬ 
ulation,” Social Forces, Vol. 21 (1943), pp. 287—97; 
Brian J. L. Berry, “An Inductive Approach to the 
Regionalization of Economic Development,” in Norton 
S. Ginsburg, ed., Essays on Geography and Economic 
Development , University of Chicago, Department of 
Geography Research Paper No. 62 (I960), pp. 78— 
107; idem, “Basic Patterns of Economic Develop¬ 
ment,” in Norton S. Ginsburg, Atlas of Economic 
Development, University of Chicago, Department of 
Geography Research Paper No. 68 (1961), pp. 110- 
119; idem, “A Method for Deriving Multi-Factor 
Uniform Regions,” Frzeglad Geograficzny, Vol. 23 
(1961), pp. 263-282; and Christen T. Jonassen and 
Sherwood H. Peres, Interrelationship of Dimensions 
of Community System : A Factor Analysis of Eighty - 
Two Variables (Columbus: State University of Ohio 
Press, 1960). 


tional complexities have hindered its use until 
the recent fairly widespread availability of 
electronic computers. 6 The factor analysis 
employed here is of the Principal Axes type 
and starts with a matrix (Table 2) of correla¬ 
tion coefficients measuring the degree of cor¬ 
relation between the indicators. Unities are 
placed in the diagonals, since each measure 

6 The program used was developed by Calvin E. 
Wright, Principal Axis Factor Analysis Program for 
the IBM Type 650 (Seattle: University of Washing¬ 
ton, 1957). This program calculated the factor 
loadings directly, rather than via the centroid method, 
the results of which have to be modified subsequently 
to achieve the unique principal axes solution from 
the original ellipsoid. The authors would like to thank 
Mr. James Geyert of the Computing Center at Syra¬ 
cuse University for the help he gave in running the 
program. 
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, Per cent ^owth of total employment, 1947-1956. Implication: the higher the growth rate, the 

oetter the economic health. Suburban areas, and counties which had relatively few working people in 1947 
• TSr exp 1 erie r n S ed subs e<iuent sizable gains, rank high. St. Lawrence Seaway construction activities again 
raised the rank of St. Lawrence County. The major urban areas vary greatly but do not appear to be espe¬ 
cially healthy. Their high levels of employment in 1947 would tend to preclude possibilities of spectacular 
percentage gains. Those sections of the state which show actual losses are in many instances the real trouble 
spots. The growth in counties surrounding New York City illustrates that these areas are more than dormi¬ 
tory communities. Some similarities exist between this map and Figure 4, especially in the middle Mohawk 
region and the Adirondacks. Elsewhere extreme dissimilarities support the validity of using multiple indicators. 
( Total employment” refers to total employment covered by unemployment insurance.) 


obviously correlates perfectly with itself. Op¬ 
erations upon the basic data matrix then ex¬ 
tract the first factor which accounts for the 
greatest proportion of the intercorrelations, 
leaving those portions not accounted for in a 
residual matrix. These operations are re¬ 
peated upon successive residual matrices 
and further independent factors are ex¬ 
tracted, not all of which need be signifi¬ 
cant. ‘ It is conceivable that only one signifi- 

7 Identification of the significance of the succes¬ 
sive factors is difficult. Only one test (M. S. Bartlett, 
“Tests of Significance in Factor Analysis,” British 


cant factor accounts for the intercorrelations 
of the variables, in which case the notion of 

Journal of Psychological Statistics Vol. 3 [1950], pp. 
77-85) appears to be wholly reliable, but this de¬ 
mands extreme accuracy of the latent roots of all the 
matrices, original and residual. These values, some¬ 
times referred to as the eigen values, are, in turn, 
calculated from the sum of the squared factor load¬ 
ings and then multiplied together for the significance 
test. Any small error in the factor loadings would 
thus be magnified enormously rendering Bartlett’s 
test useless. The iterative program used in this 
analysis set the smallest error term (0.00005) that 
could be used practically, but even so, factor load¬ 
ings for the seventh, eighth, and ninth factors could 
hardly be relied upon. 
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i , FlG '- 6 \J er Cent ° f P 0 ? 111 ^ 011 in ,20-49 age group, 1950. Implication: the higher the per cent of popu¬ 
lation m this age group the better the economic health. Areas with the best work opportunities attract this 
most vigorous segment of the population. Counties with large urban centers, or adjacent ones profiting from 
proximity to these large centers, rank high. Primarily farming counties are especially low indicating a hcT 
of opportunities or attractiveness of farming to the “present generation.” g aCk 


economic health may be shown logically in 
one dimension or, cartographically, upon one 
map. If, however, more than one factor is 
significant, then there is a strong argument 
that the concept of economic health is multi¬ 
dimensional, each of the dimensions by defini¬ 
tion being independent of one another and 
therefore incapable of being combined or 
shown in total on a single map. 

Each factor is made up of a linear combina¬ 
tion of all the indicators, and, to paraphrase 
Thurstone, the problem is somewhat similar 
to writing a linear regression equation in 
which the factor loadings or ‘weights” are 
analogous to regression coefficients, which 
give the proportion each indicator contributes 
to the factor. Loading on Factor I are shown 
in Table 4. The value of each county on 


Factor I is determined through use of differ¬ 
ent proportions of the indicators. Thus the 
county value on Factor I = 0.8015 (rank of 
county in increase in per capita income) 
+ 0.7068.(rank of county in per cent of pop¬ 
ulation growth) +0.6479 (rank of county in 
per cent of population in 20-49 age group), 
and so on. Ranks of the counties are used be¬ 
cause rank correlation coefficients made up 
the original data matrix. Then the values on 
Factor I are themselves ranked. The result, 
with quintile patterns, added, is shown in 
Figure 13. 

Factor I, accounting for 50.1 per cent of all 
the intercorrelation of the indicators, and 
more than three times the amount of any other 
factor, must be interpreted as a general eco- 
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NEW YORK 

PER CENT OF POPULATION 


GROWTH, 1950-1956 


{MAP PATTERNS ARE BY QUINTILES; NUMBERS ON MAP SHOW 
GROWTH IN PER CENT) 



I HIGH {Over 11.85%) 

MODERATE TO HIGH (8.50-11.85%) 
I MODERATE (7.25-8.49%) 


MODERATE TO LOW (5.00-7.24%) 
KtlJlilll LOW (Below 5.00%) 


NEW YORK STATE AVERAGE - 9.00% 
UPSTATE AVERAGE - 9.62% 


1 _ ,, ’ , * ^ er cent 9^ population growth, 1950-1956. Implication: the greater the population growth, the 
better the economic health. Except for the suburban phenomena, it is not likely that large population gains 
would show up in any area that is not providing substantial support for increasing numbers of people. Lack 
ot population growth in the Adirondack:, Catskills (both limited because of physical handicaps and state 
ownership of land), and primarily fanning counties is striking. Equally pronounced is the growth on New 
xork City s periphery. 


nomic health factor on which the counties are 
evenly spread. 8 The heaviest “weights,” which 
tend to pull a county down the scale of eco¬ 
nomic health, are per capita income, increase in 
per capita income, and increase in average 
weekly earnings, whereas the lightest “weights,” 
those which have the opposite affect, are per 
cent increase in value added by manufacture, 
per cent growth in retail sales, and per cent 
growth in total employment. The factor load¬ 
ings do not differ widely, however, and it is 
interesting to note that the map of county 
ranks based on Factor I (Fig. 13), differs 

8 A Kolmorogov-Smimov test indicated no signifi¬ 
cant departure from even spacing along a linear 
continuum; z = 0.57 with L(z) =0.098. 


hardly at all from the map relying on equal 
weighting (Fig. 12). 

County values on Factor II, which ac¬ 
counts for a further 15.7 per cent of the total 
intercorrelation of the measures, are normally 
distributed, 9 and the factor can be interpreted 
as a rural-urban scale, since there is a decided 
tendency for counties with high values to have 
large urban centers devoted to secondary and 
tertiary activities, whereas low values tend to 
be associated with rural counties. This inter¬ 
pretation is confirmed by a simple linear re¬ 
gression analysis of county values on Factor 
II and urban population, which indicated a 


9 On the Kolmorogov-Smimov test z = 0.23 with 
L(z) =0.00. 
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Fig. 8. Per cent increase in value added by manufacture, 1947-1954. Implication: the greater the increase 
the better the economic health. It might be argued here that absolute gain in numbers of factory workers 
would be as good or even better an indicator, for the addition of one large factory would result in a sub¬ 
stantial per cent increase in a county with little manufacturing, but only a tiny increase in one with a great 
deal of manufacturing. Both might be used to an advantage. On this map the great cities show only modest 
gains, but note the growth on Long Island. The middle Mohawk region again looks very weak. (1954 dol¬ 
lars are converted to 1947 dollars through use of the “All Commodities Other than Farm Products” index of 
the U. S. Dept, of Labor.) 


weak, but significant, relationship (Fig. 14). 10 

It should be repeated that counties with 
high values on the factors have lower ranks in 
economic health. Thus, although the urban 
areas are generally supposed to be in relatively 
good economic health (a supposition sup¬ 
ported by the values on Factor I), the spatial 
pattern of counties on Factor II, the regres¬ 
sion analysis, and the highest factor loadings 

10 The linear regression analysis of county values 
on Factor II against the square root of the per cent of 
urban population indicated a weak r = -f 0.33, but 
a significant P = 0.01 relationship. Residuals were 
plotted in an attempt to identify further possible 
variables, but no rationale could be found for the 
spatial pattern. 


support the idea that, in some ways, the urban 
areas have a poor economic health of their 
own. This is undoubtedly true, for it is in 
urban areas that extreme problems of un¬ 
employment and very low living standards in 
slums occur even though relatively high over¬ 
all economic vigor exists. The highest load¬ 
ings for Factor II are on per cent growth of 
total employment, per cent of population in 
the 20-49 age group, per cent increase in the 
value added by manufacturing, and per cent 
growth of retail sales, all of which exhibit 
larger figures for urban than for rural areas. 

County values on Factor III, which ac¬ 
counts for a further ten per cent of the total 
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Fig. 9. Increase m annual weekly wage and salary earnings, 1950-1958. Implication: the greater the 
increase m earnings, the better the economic health. Once again the middle Mohawk region exhibits relative 
economic weakness while Seaway construction in St. Lawrence County has produced strength. Industrial 
growth in Tioga and Broome counties on the state’s southern boundary had a major effect on the previously 
poor agricultural wage structure of the former. (“Earnings of employment” refers to earnings covered by 
unemployment insurance.) * 


intercorrelation of the measures, also are 
normally distributed, 11 but are more difficult 
to interpret. The significance of the factor 
rests upon interpretation, since, as mentioned 
previously, the tests of significance which 
have been devised up to this time are either 
unsatisfactory or impractical to apply. It is 
suggested here that Factor III reflects a 
dimension of economic-demographic growth 
upon which the factor loadings contrast growth 
(such things as population and retail sales) 
with unemployment (Table 4). The counties 
around New York City and near the Hudson- 
Mohawk corridor tend to fall into the eco¬ 
nomically healthier categories and demon- 

11 On the Kolmorogov-Smimov test z = 1.096 with 
L(z) =0.822. 


strate the still powerful pull of one of the 
oldest, magistral routes in the United States 
(Fig. 15). Apparently, this corridor still 
attracts the younger, economically vigorous 
people at the expense of some other parts of 
the state, but is unable to provide all the 
opportunities necessary to absorb the influx 
of job-seekers. 

An examination of factor loadings and the 
spatial pattern of county values supports the 
conclusion that Factor IV and subsequent 
factors are unique or error terms. 12 

In summary, factor analysis has isolated 
three independent ways in which the counties 
of New York State vary according to their 

12 See Thurstone, op. cit., pp. 73-75, and Frachter, 
op. cit., pp. 44 -46. 
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the better the^onoLfcMtk Th^N^ YoTci^peripW 0 ^' h^b ‘ te gr0wth in retail saI «. 

not show up particularly strongly. Rural counties whteh were^ery lo^th^kf™ 186 urb ?“ counties do 
immensely by mtroducion of special new sales devplrmm^+oj base year but wb ich prospered 
nearly fill the top quintile. Of P couSeTreS sdL p h^b “*"“?■ “ “Action activities, 

counties would have ranked higher. (1958 dollars are convened to 1948^1b, mP |b yed T “ dicator > “ban 
Price Index of the U. S. Dept, of Labor.) converted to 1948 dollars through use of the Consumer 


degree of economic health: (1) a general 
economic health dimension to which all the 
indicators contribute roughly similar propor¬ 
tions, (2) an urban-rural dimension to which 
the indicators contribute widely different pro¬ 
portions, and (3) a dimension of economic- 
demographic growth which contrasts growth 
and unemployment. 

making geographic reality out of the 
COUNTY CHOROGRAFHIC MAPS 

Regardless of the procedure employed to 
Mrive at a county ranking of economic health, 
the resultant chorographie map is far from 
realistic, and hence is not only objectionable 
to the geographically-trained mind but per- 


naps even confusing to potential users of the 
map. The specific question considered in this 
case was how can the chorographie maps be 
converted to a single, relatively accurate 
isopleth map. Figure 13 was used for basic 
control because Factor I accounts for 50 per 
cent of the intercorrelation of the indicators, 
and at the same time produces essentially 
identical results to the equal-weighting tech¬ 
nique. Figures 14 and 15 aided in refinement 
of interpretations. In addition, the following 
demonstrably rational considerations were 
found to be pertinent to the isopleth drawing 
process: (1) Large metropolitan areas such 
as Rochester, Syracuse, and Hinghamton gen¬ 
erally have better economic health than smaller 
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Fig. 11. Economic development, levels and trends. Some counties, such as Onondaga in which Syracuse 
is situated, or Oswego just to the north of Onondaga, show similar trend and level status. Others, however, 
including New York City and St. Lawrence County, exhibit great contrasts between level and trend. Ex¬ 
planation for these variations, and corrective measures for certain problem counties, need to be worked on 
by state and local agencies. The fact that rural areas exhibit low ranks in both level and trend supports the 
contention that their economic past and future is not bright. (“Levels” are based on equal weighting of per 
cent of population in 20-49 age group, 1950; per capita income, 1958; and per cent of average unemploy¬ 
ment, 1949-58. “Trends” are based on equal weighting of increase in per capita income 1950-57; per cent 
of population growth, 1950-56; per cent growth of total employment, 1947-56; per cent growth in retail 
sales, 1948-58; increase in average weekly earnings, 1950-58; and per cent increase in value added by manu¬ 
facturing, 1947-54.) 


centers or rural sections. (2) Some urban dominated by fanning are not experiencing a 
areas, particularly medium-sized and small proportionate share of economic growth and in 
ones, are under considerable economic stress, some instances are actually declining. (5) 
Examples include places in the middle Mo- State-owned lands such as parts of the Ad- 
hawk region (between Utica and Schenec- irondacks and Catskills, which by law have 
tady), Auburn, and Oswego. Access to a been set aside as “forever wild” areas, cannot 
variety of data on trends and levels for prac- be expected to show high levels of economic 
ideally all cities of the state aided in placing health when measured by the above indicators, 
them in their proper context in relation to the (6) Areas of principally hilly or rough terrain 
surrounding county or counties. (3) Within are not advantageous to economic develop- 
large metropolitan areas there is a “doughnut” ment and are generally becoming poorer and 
effect, with poorer economic health in the old poorer. (7) Land largely in forests reflects 
city than in its peripheral zones. (4) Areas a low intensity of land use. (8) The density 
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NEW YORK 

GENERAL ECONOMIC HEALTH 

AS BASED ON EQUAL WEIGHTING 

WAP PATTERNS ARE BY QUINTILES; NUMBERS ON MAP 
SHOW RANK ORDER) 



Fig. 12. General economic health (as based on equal weighting of indicators). This map reflects the 

eC °ZT hea ? * aU °/ the todividual *«*«*»* shown on previous figured arearb£ 

tranly weighted equally. Urban health is evident, although in some places it is not as good as might be 
expected. It is surprising to find New York City ranked 28th among the statistical units. Yet if one contem 
plates some of those aspects of New York City which reflect anything but robust economic health he mav 

l6VelS ° f tertiary attainment given m0re prevalence ^ 


of transportation networks of different kinds, 
although not always conclusive, gives some 
evidence concerning economic progress. (9) 
Population density and Klimm’s empty areas 
map 13 are aids. Maps based on data related to 
the above considerations, when overlaid and 
compared with Figure 13, served as guides for 
drawing isoplefhs. Field checks further facil¬ 
itated the isopleth drawing process. The re¬ 
sult is Figure 16, a map of general economic 
health in New York State. It is interesting to 
note that some counties which were well up 
in the top quintile on Figure 13 actually have 

13 Lester E. Klimm, “The Empty Areas of the 
Northeastern United States, ’ Geographical Review 
Vol. 44 (1954), pp. 325-345. 


part of their areas in all quintiles from the 
highest to the lowest on the isopleth map 
(e.g., Albany County). Others, although in 
one quintile on Figure 13, may in reality 
have most of their areas in another quintile. 
In such cases, small but economically signifi¬ 
cant parts of a county dominate the whole 
county statistically. 

BRIEF INTERPRETATION OF THE MAP 
OF GENERAL ECONOMIC HEALTH 

Figure 16 portrays the patterns of economic 
health in New York State for approximately 
the 1950’s. It reflects, in part, the economic 
evolution of the past and provides some in¬ 
sight into the future. Further, it mirrors some- 
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thing of what is happening in all of the north¬ 
eastern United States. Whether or not Fig. 16 
could ever function as a base for decision¬ 
making is problematical, but if decision¬ 
makers agree that the indicators of economic 
health employed here are valid, then it seems 
they might well give some serious attention to 
the patterns portrayed. 

Clearly, the periphery of New York City, 
the Albany-Schenectady district, and the Syra¬ 
cuse, Buffalo, Rochester, and Binghamton 
areas stand out as being in relatively good eco¬ 
nomic health. They fall generally into the top 
two quintiles (cf. Figs. 1 and 16). These 
are the large urban areas, the places getting 
the largest share of new industrialization, ex¬ 
pansion in tertiary activities, and residential 


construction. They have the size, the market, 
the services, and the general dynamism to 
attract economic activities of almost all types, 
and they compete favorably with growing 
urban areas elsewhere in the country. They 
will provide most of the additional jobs of the 
future and absorb most of the State’s popula¬ 
tion growth. This phenomenon is not peculiar 
to New York State; it is part of the great wave 
of urbanism that characterizes the modern 
Western world. 

Rural areas tend to be in the lower quintiles 
of economic health on Figure 16. They have 
been going downhill relatively for a long time 
and are likely to continue to do so. Little of 
the increasing population in the decades 
ahead can be expected to be supported in the 
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NEW YORK 

ECONOMIC HEALTH 

AS BASED ON FACTOR 3E 


(MAP PATTERNS ARE BY QUINTILES; NUMBERS ON MAP SHOW 
RANK ORDER 
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raLtion of the indicators.^By imiki^lhe > wb^coimties^^attaly^ow U ^t :S f ° r t 15 ' 7 p ® r cent of *>**1 intercor- 
W some economically unhealthy aspects. relatively low, it points out the fact that urban areas 


areas shown in the lowest quintiles, except as 
the rapidly growing peripheries of the great 
cities may spread outward to encompass them 
Although there are some exceptions, urban 
areas with populations of about 50,000 14 or 
less are not doing so welL When places of this 
size show exceptional economic vigor, it 
usually is because of proximity to one of the 
larger metropolitan systems, which actually is 
inducing the economic growth, rather than the 
smaller place itself. Some of the smaller urban 
areas are in die lowest quintile. Standouts 
are those m the middle Mohawk region be¬ 
tween Utica and Schenectady. 

In spite of a vigorous early start and a posi- 

dijf 3““® P° ssibIe that further study will show 

dcM d B . to ° low ‘ In “y case it is Z 
doubtedly a changing one reflecting the stage or 
conditions of economic progress. ® 


5°JfSf*f 611 ? 11 Asportation facilities, 
the middie Mohawk region may be described 
as the States number one problem area. Al¬ 
though profiting a little because of proximity 
to metropofitan Utica on the west and Sche- 
nectady-Albany on the east, the middle Mo¬ 
hawk region lacks the really large metro¬ 
politan center which seems to be important 
to economic vitality. Instead it is composed of 
many small cental places ranging in size 
trom a few hundred to slightly over 30,000 
population. Industry has been dominated by 
soft-goods production such as textiles, carpets 
and gloves. At the national level, these types 
of industries have not expanded as rapidly as 
the American economy, and are less success¬ 
ful in the old industrial regions in the north¬ 
east than in newer regions like the American 
oouth. Unionism is strong, labor costs are 
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high, and management lethargy is not entirely 
lacking. Locational advantages with respect 
to markets and materials have disappeared 
with the change of the national geography of 
markets and materials. Most new businesses 
considering moves into central New York 
State are likely to find the large metropolitan 
areas better suited to them than the small 
centers of the middle Mohawk region. Of 
course, efforts to attract new industry and 
business have been made, and with some suc¬ 
cess. On the other hand, there is always the 
likelihood that an area such as this, which 
over the years has had the qualities to pro¬ 
duce economic distress, is not the best loca¬ 
tion for a new venture. If this reasoning is 
sound, then perhaps new enterprises should 
not in all cases be encouraged to move into 
distressed areas where they are likely to be 


subjected to the regional qualities which have 
already produced economic difficulties. In- 
stead perhaps distressed areas should be 
helped to adjust to new lower economic 
equilibriums! 

Interpretation of the geography of New 
York States economic health could be ex¬ 
tended into many pages, but such an inter¬ 
pretation is not a major purpose here. For 
this the reader is referred to the reference in 
footnote 2. 

CONCLUSIONS 

Four conclusions, largely of a methodo¬ 
logical nature, can be stated: (1) Economic 
health is multi-dimensional. This conclusion 
has been supported by comparing individual 
indicators, differences between level and 
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Fig. 16. General economic health for the 1950 s. This isopleth map is the product of combining the sta¬ 
tistical data on counties (Fig. 13) and knowledge concerning areal variation within counties. It was drawn 
by overlaying maps exhibiting relevant patterns. It is believed this combination of statistical and traditional 
geographic interpretations approaches the areal reality of economic health in New York State more rationally 
than either statistical or traditional geographic techniques alone. This map is derived in part from a county 
map based on Factor I. Community economic data, population, transportation, and terrain characteristics, and 
field observations facilitated the drawing of isopleths between health categories. 


trend indicators, and contrasts between 
Factors I, II, and III. (2) The procedures 
employed in this analysis of New York State 
could be applied to any part of the United 
States and, theoretically at least, to any part 
of the world. (3) A map like Figure 16 rep¬ 
resents a starting point for enquiry into 
causes and, as such, can become a basis for 


geographic and economic analyses as well as 
regional thinking and planning. (4) In a 
period when traditional methodology and 
newer statistical techniques are being com¬ 
pared and evaluated for use by the geographic 
profession, this paper demonstrates that these 
traditional and statistical methods can, and 
perhaps more often should, be blended. 




































Introductory Note 


■There is today no one theory of regional development that com- 
“ 3SSent ' The u qUeSd ° n mi ® ht ev ®n be raised whether a 

complex but ^ p0ssible ' The P rocesse s are not only extremely 

b mannei ° f thinking f ° rCes US to choose between 

Suction m f'! T'L 1n time md space ’ as bussed in the 
which vSw t^r 1 ; k ’ WC 3re aff ° rded ° nly partial Tories 
angle, now from 3^ ^ regl ° nal deVelopment > now fro * one 

thif°sTction he eSb 1CiPal appr0aches are resented by the selections in 

^fferentiatL nf COnCentratu * on a ***** aspect of the spatial 
ditterenhation of economtc growth. The first concerns the role of 

naturai resources; the second, the influence of labor mobility; the third 
and * e fomh -*• ~ 

val^^f ^re^ource^^ot^ritn'ng!!- 


Pgrtaho^a nd the social and political organon for transfo^Tth; 

'- alU1C im O- - ™ a y ketaD ^ - gQ mm P<lities , Thus, to make the 

*;- m - aa arqa avai IabIe in an economic sense. ‘ considerable i n - 

/SSSjjgfff berequired. But this investment wifi not be forthcoming 
unless its rate of ietamTpnvate or social, is sufficiently attractive Once 

irrTt 18 T ade ’ h ° WeVer ’ the ™P ortan ce of the natural resource 
endowrnent shrinks m relation to the importance of other production 

Con2n SUCh ti aS eduCatlon ’ skffl > research, technology, and organization 
Consequentiy, some seemingly “poor” regions, such as the Arizona 
desert may suddenly experience extraordinary economic progress 
fought about by a shift in the structure of demand, while other regions’ 

o^probTemTeas. Wealth ’ ^ ^ ^ l0dged ** 

Although physical resources have dwindled in importance as inputs 
of production, the start of development in a locality will frequently 
result from a unique resource advantage which attracts capital and the 
other factors of production. The irresistible magnet may be climate as 
in Arizona, or raw materials such as petroleum, iron ore, diamonds,’ or 
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forests. Typically, production will be at first primarily for export, and 
the income thus generated may be reinvested in the region, leading to 
further growth. Urban nuclei may form, local markets develop, early 
industries branch out into new lines, and the gradual expansion of the 
area’s infrastructure of private and public capital, skills, and institu¬ 
tions enhance the general attractiveness of the area. As the local 
economy grows, it will cross one threshold after another, making pos¬ 
sible larger and more diversified business operations. Eventually, a gen¬ 
eral threshold may be reached, which, if broken through, will lead to 
sustained and cumulative growth of the regional economy. 

This, in brief, is the substance of the export-base theory of regional 
development discussed in this volume by Perloff and Wingo, North, 
Tiebout, Baldwin, and Pfister. It is stated here bluntly, without any of its 
refinements and sophistications such as the terms of trade, the effect 
of the business cycle, or the savings propensity of regional producers. 
Yet the theory makes economic grow th contin gent upon comparati ve 
lo cational advantage, initial r esource endowment, regional exports, and 
the mutual reinforcement of linkage and multiplier effects. The theory 
islupported by considerable evidence, and is most successful in explain¬ 
ing the origins of regional growth. It is less successful, however, in 
explaining the mechanics of sustained and cumulative growth. After a 
heady start, an area’s economy may slip or stagnate. Lack of industrial 
diversification, resource exhaustion, changes in demand, or technological 
change may adversely affect regional fortunes. 


Much work has gone into the analysis of migration in relation to 
regional economic growth. A widely held theory, for which there is 
considerable empirical support, holds that migration occurs in response 
t o differences in economic opportunities. Thus, if servos hnth 
di minish regional differences, in welfare an ,t tn s t imulate grow th I n 
areas of emigration, it allows economic reorganization to occur and 
tends to raise wage rates by contributing to the relative scarcity of labor, 
ki are as^of immigration, the inflow m ay depress local wages by making 
jabor more abundant, but it also provides the work fon-onorossr.rw fZ- 
a n expand ing economy and constitutes a hidden income transfer ** a 
re sul fo rprtgrni yestmeni i n the education of " 


Contrary to this theory, some authors, among them Gunnar Myrdal, 
have speculated that the massive rural-urban migration which has every- 
where accompanied industrialization has tended to magnify existing dif¬ 
ferences between the urbanized center and the rural periphery. Al¬ 
though the evidence for this theory of the spreading welfare gap is far 
from certain, particularly for the long run, it has had a powerful inllu- 
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ence on policy and, whenever asserted, has usually gone unchallenged 
In hen: article, Bernard Okun and Richard Richardson 

or narrow ° retlC f ^° UndS ’ ^ COndude * at mi ^ ation may widen 
S tUfferenCeS aCC ° rdiD ^ t0 circnnfstances. 
The study of thq jrole of cities is a third source of insight into the 

process of regional economic development. This focus on cities is justi¬ 
fy? by . ? that m ° dem economic development has occurred 
eS? 1 3n Urban - mdustrial mat rix. Attention has been given to the 
effects of concentration in space upon the rate and the manner of eco- 

I— and org^n. 
Concentrated growth gives rise to external econ omies which can have 
exto me impor tance for further grow th and dislocation of^n^ T y 
^^^rogenei^ ^hxned with a high density of communic ations, favors 
r—S L ^nSo vanon ^so that cities are usually in the forp.frnnt n f 

s ^ r -anH s 5 sfactlon 

so g^I, and economic power are concent r ated in the C ity and 
further concentration . “-—-—--— 

Clt j’ S grOWth ’ howe ver, cannot be contained. Urban influence 

asSactorS aS nT 6 f Panded and more varied food su PPly is needed, 
n ovS rr Ca « ^ er quantities of raw materials, as local markets 
p ove too confimng. The city carries its way of doing things along as 

leldTTT rea ? CS outward: network of communications is ex- 

a ° dd ’ banks ’ sc hools, and factories are built throughout the provinces, 
and urban values are widely adopted. New nuclei spring up generally 
m ac co r with the rules for areal functional organization, in a hierarchy 
hum local convenience centers to regional and national metropolises, 
mile regionalism and particularism are worn down, national patterns of 
interaction are established among cities. At an advanced stage of de- 
veiopment city and nation may, in fact, appear to be coincident. 

The final group of selections focuses on the problems of rural areas 
m an urbanizing society. Many of these areas are economically de- 

Unitld NT t 611 p aSC ” 1S discussed b y the anonymous experts of the 
United Nations Economic Commission for Europe. The center-periphery 

theory is presented here with great force. More than a description of 
geographic position center and periphery refer to a set of structural 
relations that hold the penphery in nearly permanent subordination to 

hCartland ° f Eur °P e ‘ Attem P* start new poles 
of growth within die periphery have met with only limited success.^ 

cen ter-periphery relation is examined once more by William 
Nicholls, who concludes that the influence of urban institutions results 


212 


INTRODUCTORY NOTE 


in more efficient agricultural production in the vicinity of urban centers. 
The picture emerges of highly developed and well-integrated metro¬ 
politan-agricultural regions separated from each other by bands of 
essentially rural regions in economic decline. In a second and provoca¬ 
tive article, Nicholls attributes the economic laggardness of the Amer¬ 
ican South to dysfunctional social values and institutions which are a 
legacy of its historic regional ruralism. He places his hope in the trans¬ 
forming influences of the cities which, despite all obstacles, are begin¬ 
ning to replace the old order. 

The final article returns to the topic of migration. Dale Hathaway 
reviews several recent empirical studies in the light of economic theory, 
and discusses the process of agricultural adjustment. In the main, he 
finds a positive value for the areas of emigration as well as for the' re¬ 
ceiving areas, but finds little evidence of a decreasing income gap 
between city and country in the United States. 
















ii. Natural Resource Endowment 
and Regional Economic Growth* 

Harvey Perloff and Lowdon Wingo, Jr. 


WE ARE CONCERNED in this paper with the relationship between the 
natural resources within the various parts, or regions, of a country and 
what might be called the geography of national economic expansion. 

The development of the economy of the United States provides a 
case study of resources in space interacting with the other elements of eco¬ 
nomic growth that is especially illuminating: (1) It covers an extended 
spectrum of growth from early agricultural beginnings to status as an 
advanced, industrial-and-service-oriented economy, thus affording an 
opportunity to examine the role of resources in different stages of na- 
tmnal economic growth. (2) It covers a wide variety of regional re¬ 
sources and growth situations, providing a rich set of variations on the 
interactions of the national economy with its geographic components. 
And (3) it can be examined with the help of a wealth of historical infor¬ 
mation and statistical data. Specifically, Resources for the Future 
has concluded a three-year study of the regional characteristics of the 
growth of the U. S. economy. The results of this effort have been made 
available in a book entitled Regions, Resources, and Economic Growth. 1 

1 Harvey S - Perloff, Edgar S. Dunn, Jr., Eric E. Lampard, and Richard F. 
Muth: Regions, Resources, and Economic Growth (Baltimore: The Johns Hop¬ 
kins Press, 1960). We owe a great deal to Messrs. Dunn, Lampard, and Muth- 

we wish to absolve them, however, of responsibility for any errors or inadequacies 
m this paper. 

The discussion of growth here will be limited to changes in what we refer 
to as the volume of economic activities (e.g., increases in population, employ¬ 
ment, value added, and the like), acknowledging that this is but one facet of 
economic growth. Growth as defined by changes in welfare (changes in per capita 
income, for example) is discussed in Part V of Regions, Resources, and Economic 
Growth; changes in state per capita are analyzed in some detail by Simon Kuznets 
in Industrial Distribution of Income and Labor Force by States, 1919-21 to 

* Reprinted from Joseph J. Spengler, ed., Natural Resources and Economic 
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This paper draws heavily on the research that went into this book and 
on the conclusions that emerge from it. Given this storehouse of mate¬ 
rials, we have been tempted into speculation on the broad relationships 
involved in the resources-growth problem. 

Resources and Growth in a Broad Historical Framework 

One of the insights emerging from an examination of the history 
of American economic development is the difficulty of defining “re¬ 
source endowment” in any long-run, substantive sense. In the short run, 
endowment is simply the inventory of those natural materials that are 
required in some degree by the national economy responding to internal 
consumption demands and to its position in international trade. As the 
requirements of the economy change, the composition of the inventory 
shifts, and in this sense resource endowment” is a changing concept 
closely associated with the dynamics of economic growth. In short, the 
answer to what constitutes “resource endowment” is rooted in the deter¬ 
minants of final demand—consumer preferences and income distribu¬ 
tion, as well as foreign trade—on the one hand, and in the current or¬ 
ganization and technology of production on the other. As these variables 
change, so will the content of resource endowment. And, clearly then, as 
the composition of resource endowment changes, there will tend to' be 
substantial changes in the relative advantage among regions supplying 
material inputs (and services) for the national economy. 

The impact of these shifts can be sketched in with broad strokes 
by identifying stage by stage what have been the “natural resources 
that count” in the national economy. This requires us to tell again a 
familiar story, but with a special focus. 

The Early Agricultural Period 

From its colonial origins the American economy developed as a 
producer of resource inputs into the rapidly expanding European econ¬ 
omy. To serve such a function the endowment which counted in early 
America was arable land with its environmental complements of climate 
and water, and this, with access to the growing European market for 


1955, Part III of “Quantitative Aspects of the Economic Growth of Nations ” 
Economic Development and Cultural Change, Vol. VI, July 1958. 

We assume that the broad features of regional economic expansion in the 
United States are familiar to our readers, and so we have presented no figures 
to describe them here. Those interested in such detail are referred to Chapters 2 
and 3 of Regions, Resources, and Economic Growth. 
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agricultural staples, set up the conditions for regional growth in early 

oMd n a Ca ‘ ^ W3S T 6 IOgiCaI ’ henCe ’ that the re g ional economies devel- 
P a certain archetype: a good deepwater port as the nucleus of an 

m o r rd H hinte ? and WeU adapted f0r the producti °n of a stple com- 
modity in demand on the world market. 

on J h ;f° Wth , P ? te f al 0f these nucleated regions depended heavily 
x ent and richness” of the hinterland accessible to port. Since 

were r r al IaDd WaS 31111051 3 free resource while labor and capital 
were dear, the expansion of production was effected by bringing more 

of n e a Hv°A Pr UCtl T- ^ 80 eXtSnding the liraits of the hinterland 2 Much 
nf hin! t0ry 15 dominated b y *e great rivalries for control 

aln ? n- and tha L emerged between New York and Boston, Philadelphia 

lands t L 0 ?’ u 11651 ? 11 and Savannah - This expansion of the hinter- 

lands took place through social overhead investment in transportation 

centurv* e ® innmg J lth the Massachusetts road system in the seventeenth 
y ’ i f Pr ° ducmg the Erie Canal > and finally motivating the half 
first cnid ^ C °" StrUCtion ^retching from the Baltimore and Ohio’s 
PeLZf f reaChing ° Ut 10 the rich wheatlands in Maryland and 
Utah' Th" 1 ? r driVmg of the golden s Pike at Promontory Point, 
thit no f , f ° rCe of the outward push for land is suggested by the fact 
that populate west of the Alleghenies, which was estimated by the 
ensus at 109,000, by 1840 had become almost six and a half 

culture.' m ° re than 87 PCr CCnt ° f tHe lab ° r f ° rce involved in a S r '" 

Even though the data on this period are not very satisfactory, we can 

foTLr/th SCneral coaclusions: (1) the regional endowment that made 
or growth was good land advantageously situated with respect to 

■ °f^ f C ? ntCrS ’ tbe d i str ibution of economic activity in the 

agricultural" 6 ^ *“* 3 fUnCti ° n ° f the ex P andin S> nucleated, 

! ' r ® gl0ns reachmg “to toe economic vacuum of an unsettled 

° ™8 ever ^ rea ^ er areas of land under cultivation; and (3) 
is resource-dominated expansion of the economy set the stage for the 

tonsDmt'^am^^aL 6 ^ 015111611 * by eStablishing a geography of markets, 
ansport, and labor force to condition the nature of succeeding growth. 

scribe Jbv'cnrTfTff f hin , tedand in the 8 rowth of the early centers is vividly de- 
1938) Bridenbaugh, C,„es in the Wilderness (New York: Ronald Press, 

3 A detailed treatment can be found in Paul H. Cootner, “Transportation In 

asnss ssr ”• - - »• *■ si “» 
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The Minerals-Dominant Economy 

Somewhere around 1840-1850 the next important resource stage 
began—as a result of the emerging minerals-dominant economy. The 
rapid growth of the railroads and the expansion of processing industries 
resulted in new input requirements: a new set of resources became im¬ 
portant and a new set of locational forces came into play. The first part 
of this period was dominated by the growing demand for iron and steel 
and by the rapid elaboration of their production technology. 4 At this point 
it was the geographical juxtaposition of coal, iron ore, and the market 
which afforded the great impetus for growth. The importance of minerals, 
unlike agricultural land, was not alone in their direct contribution to 
regional growth so much as it was in the nature of their linkages with 
succeeding stages of production. It was not so much the mining of 
coal and iron that was important for growth, as the making of iron 
and steel products, which could not be separated from the sources of 
its mineral inputs. The early concentration of steel making in western 
Pennsylvania was a result of these relationships, for this area was not 
only well endowed with deposits of iron ore and coal but was central 
to a concentrated market stretching from Boston and New York west¬ 
ward. As the center of gravity of the market shifted west and as Mesabi 
ores replaced depleted local ores, the iron and steel industry also shifted 
westward along the southern shores of the Great Lakes. 

With the increase in the demand for nonferrous metals, the deple¬ 
tion of accessible ore deposits in the East and the penetration of the 
West by the railroad net, a new role in regional growth was played 
by mineral resources endowment. In the Mountain region stretching 
from the Canadian border to the Southwest states, the minin g Q f metal 
ores was the lead factor in economic development: in 1870 when 
mineral extractions involved the employment of \Vi per cent of the 
labor force nationally, in the Mountain states it accounted for no less 
than 26.54 per cent, after which it declined until in 1950 the propor¬ 
tion was 3.44 per cent, stiff twice as much as the national average. Ex¬ 
cept for primary processing of ores, however, this resource base did not 
induce the location of any substantial amount of linked activity in the 
Mountain states. With most of the weight loss taking place during con¬ 
centration and smelting, the distribution of the market governed the 
location of succeeding stages of metals fabrication, and the major mar¬ 
kets were concentrated in the Northeast. 

™ 7" v 880 ’ ?7° P6r Cent ° f Steel output went int0 rai]s - Cootner, op. cit., 
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t . c Th fl e ext611t t0 wWch changes in both demand and supply condi- 

TablVl T T° nal resources activities ^ suggested by the data in 
T W figUr6S f ° r mterre gi° na l production shifts for pig iron 

copper and lead. Several points are worth noting: (1) the period^! great 

SriT the ? UtPUt ° f these mineraI P roducts (1870-1910) corresponds 
with the most extensive interregional shifts in their production: (2) 

L^kes “Sotfo'th ^ ^ COpper production to ok P^ce from the Great 
wS Ld F? r w StatCS (and t0 a lesser extent to ^ South- 
shift F r WeSt) dunn S tIus P eriod ; ^d (3) there has been a steady 
f u K l L 1T ,? a pr ° ductlon toroughout the entire period 1870-1950 
from the Middle Atlantic states to the Great Lakes and, to a lesser extent 

result f 6a J hese data 1111(161:11116 toe highly selective regional effects 
resulting from the growth of a mineral-based economy. 

Some notion of the extent of changes in national requirements of 
material resources is provided by a measure of the changes in the com¬ 
position of the value of purchases in constant dollars w ithin the broad 

TsTm Cate f nC ! ovei th e period 1870-1950. (This measure is the same 
that empioycd m Table 1; namely, the end of period total which 

Tneri^r t0 t amon S Masses to recreate the beginning 

dl . st " bution -) Thus ’ wi thin the mineral fueHhf 
otal shift over the period was equivalent to 57 per cent away from 

gas^TLT s “ COalS ^ tOWard Petr ° leum and "^al 

gas fuels, that is, towards matenals which would hardly have been con¬ 
sidered as resources ten years before this period. Among the metals 
urmg the same penod the total shift was almost 34 per cent away from 
iron, lead, and tin and in the direction of the lighf metal Zteno- 
ahoys-one-fourth of this shift has been in the direction of or 

which the economy of 1870 had little or no use, such as aluminum 
manganese, mckd, and molybdenum. Finally, among the ZZX 
(and here the availability of data limits us to the period 1910 to 1950) 
the internal composition in this shorter period shifted by 31 per cent 
away from stone and toward other construction materials, as^ell as 
t J ardbasiC chemicaI materials. Something more than one-fourth of 

whkh wMid “—a 

in n a rinuT eCial - y imp0rtant instance of toe regional effects of changes 
n national requirements is provided by the case of petroleum and 

natural gas in the Southwest in recent decades. Here the effect resulted 

cis T. Christy^ Jr & °u “ f°" thc0min8 ^ study by Neal Potter and Fran- 

y, r., U. S. Natural Resource Statistics 1870 tn /d i* 

Draft, with revisions to 11/1/59), Tables McT-22, 23, 24 33, and 35 (Prehmmary 
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TABLE I . Percentage Change in Regional Distribution of U S 
Production of Pig Iron, Copper and Lead, 1870-1910 and 1910-1950 


Pig iron 

Percentage Shift* 
Region 1 * 1870-1910 1910-1950 
New England.. — 1.62 — .06 

Middle Atlantic —15.98 —15.65 

Great Lakes... +11.13 -f 7.37 

Southeast. +4.90 +5.80 

Plains. 0 0 

Southwest. 0 0 

Mountain. 0 0 

Far West. +1.57 +2.54 

Total Shift_ 17.60 15.71 


Copper Lead 

Percentage Shift* Percentage Shift* 

1870-1910° 3910-3950 1 1870-1910° 1910-1950 


- 6.90 

- K44 
-62.36 

- 6.39 
0 

+27.73 
+39.49 
+ 9.86 

77.08 


0 

- .08 

- 17.72 

- 1.57 

+ .33 

+23.77 

- 2.28 
- 4.03 

24.10 


.41 
- 1.02 
-58.89 
- 3.89 
+ 7.09 
+ 1.63 
+54.61 
+ .88 

64.21 



18.51 


Percentage 
growth of 

output. 1,538% 


115% 2,727% 67.8% 1,983% 11.7% 


* The end-of-period percentage of total national production less the beginning- 
of-period percentage. Thus, with respect to pig iron in the period 1870-1910, New 
England percentage share of national production was 1.62% less in 1910 than it was 
m 1870. The figure for Total Shift (sum of the absolute value of the shifts x Vz), 
then, represents the percentage of total national production which would have to 
be redistributed in order to recreate the beginning-of-period percentage distribution 
by regions. 

b The states composing the regions are as follows: New England— Maine New 
Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut. Middle Atlantic 
—New York, New Jersey, Pennsylvania, Delaware, Maryland, District of Columbia 
Great Lakes—Ohio, Indiana, Illinois, Michigan, Wisconsin. Southeast—Virginia 
West Vrrgima, Kentucky, Tennessee, North Carolina, South Carolina, Georgia’ 
Honda, Alabama, Mississippi, Arkansas, Louisiana. Plains— Minnesota Iowa’ 
Missoun, North Dakota, South Dakota, Nebraska, Kansas. Southwest-Oklahoma 
Texas, Arizona, New Mexico. Mountain— Montana, Idaho, Wyoming Utah’ 
Colorado. Far West— Washington, Oregon, California, Nevada. 

, C J he ifi 7 n°fi 1910 Shif * fiSUr6S f ° r lead and copper should be viewed with cau¬ 
tion. The 1870 figures upon which the shifts are based represent the regional com¬ 
position of the current dollar value of domestic mine production (the only data 
which were available), while all later figures used express domestic mL^duS 
hon in short tons. Since we are dealing with regional composition, the resulting shift 
figrnes would be seriously compromised if there were substantial price differentials 
at the mine head among the major producing regions in 1870. For the purposes 
of the discussion following, it is assumed that such price differentials would exert 
at worst a modest influence on the 1870-1910 shift figures. 

1 59% EXdUdeS UnaUoCated production in Pennsylvania, Tennessee, and Vermont of 

(For sources see p. 7) 
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cSeo 1 ?thi r °M a “ C l irect mining Ieverage (as was noted in the 
case of the Mountain region), but also from the availability of a cheap 

tT e n e7fn ent ? Wh , 1Ch alterCd SubstantialI y the ^on’s relative advan¬ 
tages for certain classes of industry. The happy coincidence of these 

bas? for a ip""? d ?° Si \° f Salt and sulfur Provided a resource 
ga e trltinf J eX fi Pan g mical industry ' Thus > Petroleum and 
demand^servprT^ rehnmg, responding to a huge and growing national 

thrZ h’ ° Change the economic conditions of production 

throughout the entire Southwest. 

Summarizing the broad sweeps of the period of very rapid growth 

° f thC nkleteenth ^ note Lt during 

the first half of this period (to the end of the nineteenth century) there 

ZriZlT 5 ° VerlaPPing reSOUrCe efectS COnditi0 ^ ^ subnational 
" 7 f ec °n° mic activity: (1) geographically the more wide- 

Sht ifn W h ? agriculture continuing to spread out over the 
., ” s f s 111 tbe earl y period of economic development, but pull- 

of processta8 “>-"*** aS- 

ties, and (2) the developmental^ dominant effects emerged from the 

fnnl 0 n -f mmeralS e T n ° my ’ ^ rapid * am ° ng "ions, trigger! 

mg, intensifying, or transforming the nature of regional growth patterns. 

The second part of this modern period—that is, the first half of the 
twentieth century-has been largely characterized by an elaboration and 
deepening of the subnational economy building upon the geographic 
P , a “ ern of actlvlties bought about by the great interregional resource 
shifts of the nineteenth century. Resource activities declined in rela¬ 
tive importance in the national economy throughout the period, but 
their real importance lay in the role they had played historically in 
defining the economic basis for the succeeding stages of regional growth 
m the movements of population and industry among the regions. In 

An! 617 \T SenSC thC Classical resourc e effects were playing themselves 
out, as the service sector moved into a dominant position and as tech¬ 
nological and other changes (such as price changes which made re¬ 
capture of waste products economical) brought about a long-range 

and 5!,Vh RC R S f ° r Xa D ble h Shift fi8Ures com P uted from Perloff, Dunn, Lampard 
Hdpkin, taS). 

sirr-ri i ‘jrr™ ^ 

/d i* • nsty ’ Jr '* Natural Resource Statistics 1870 tn iq<v’ 

MT-14; Copper, 








HARVEY PERLOFF AND LOWDON WINGO, JR. 

reduction in the proportion of raw materials to total output, 6 thus weaken¬ 
ing the linkages of economic activities to their resource inputs. The 

power of the “market magnet” loomed as the dominant locational force 
operating in the economy. 


The “Services” Era and “Amenity Resources” 


By mid-century, moreover, an additional resource effect was begin¬ 
ning to influence the distribution of economic activity among the regions 
To understand the importance of this effect requires us to move away 
from a definition of resource endowment which sees resources exclu¬ 
sively as tangible materials upon which technology works in the produc¬ 
tion of goods, and toward one which sees natural resources as including 
other features of the natural environment which have consequences for 
economic decisions. Natural resources, then, need not enter directly into 
the processes of production, but only influence directly the location of 
markets as well as of production. This broader definition embraces a 
group of physical environmental conditions which we will refer to as 
the “amenity resources”—that special juxtaposition of climate, land 
coastline, and water offering conditions of living which exert a strong pull 
on migrants from less happily situated parts of the nation. 

This amenity-resource effect derives from the interplay of a number 
of developments within the national economy and society, First, there 
is the growing importance of the nonjob-oriented, as well as the job¬ 
seeking, migrant. Some 8 per cent of the U.S. population is over 65 
years of age, and the proportion of this age group in the total is growing. 
Approximately two-thirds of these persons are not working and many 
enjoy some form of paid retirement. Since most consumption items can 
be acquired with only minor interregional differences, many of these 
persons will seek out the more intangible resource services, such as 
climate and coast, that do have substantial interregional variations. 

Another important development is the growth in the number and 


The Potter-Christy data indicate that between 1870 and 1955, when real GNP 
expanded 16 times, the output of the resources industries expanded only 5>/ 2 
tunes. In terms of output (in 1954 prices), the extractive industries dropped over 
ttus period from % of GNP to 12 per cent. The greatest declines were in the 

of CNP nT^o 8 !, and agnculture - ° ut P ut in mining rose as a percentage 

of GNP until the 1920 s and smce has shown a moderate decline relative to GNP. 
ndleberger finds a similar trend in the declining relative use of raw materials in 

Slrid? a M **?*“»"• The Terms Trade: A Nepean Case Study 
(Cambridge and New York: Technology Press and Wiley, 1956), Chap. 8, pp. 
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° f indUS , trieS Whose ties to resource inputs and national 
market centers are relatively weak. These are the so-called “foot-loose” 

t^r WhlCh ^ dlStmguished from 0 *er industries in the fact that 

S' ^ V t “ “°r a “ y br ° ad s ' ,Mrum <* National almruSL avS 

able Such an mdustry may be labor-oriented in terms of SthLa m 

ou'lhlvTh 5 ™?'! l! b ° r ’ SUCh “ ““ “aatries, or in IZ 

^l^tlytednicallafcor requirement, such as the research and devel- 

P industries. It may be climate-oriented, as in the case of thp 
aircraft industries. Or it may be an industry wiose uni, trtZoriLou 
costs are neghgtble in terms of the value of L product VuTrtam 
ment and optical goods producers. All of these have in common an array 

areIs C Sout P d° S M ^ them t0 Settle “ amenity-rich 

? d g V10lenCe t0 the ec °nomics of their activities 7 The 
P rf ° f . the trans P°rtation equipment industry (mainly aircraft) in 

Sfed“somr4 X “ 1Ient eXi “? Ple - DU,in8 “* perM I939 ' 54 Cahfornia 
eahzed some 35 per cent of the national shift in employment in th* 

tocreasTiTm^faccounted for a very large share of California’s total 
increase m manufacturing employment. 

the natioif Giwn^h 8 * he e ® ect . of a risin g P» capita income throughout 
the nation. Given the high elasticity of demand for travel and recreation 

g - mCOmes have meant an increasing export market for regional 
amenity resources m the form of tourist services to vacationers. 

Even before mid-century the great shift in population was in the 
direction of states that had advantages in these amenhy 7e« 

Cemm’ ^ ° U * WeSt and the Pacific Coast states. During the 1940-50 

souTeasZ 4n ^ ? ° f ^ from ^orida ^ 

cnnS Washington on the northwestern rim y (which 

40 percent of ttieTotaf ^ natlonaI Potion in 1940) absorbed some 
u per cent of the total increment of national population growth * Th- 

movemeu, m the direction of the ameuity reaour^s rilStd e™n 

ough we are not certain how much of the movement to specific regions 

cuu be attrrbuted directly ,o diis returnee influence and how m7h “ 

AliZOna ’ Calif ° mia ’ 0re ^> Washington. 

of the state increased by 54 per cent* addke^ - I95 ° ** “ ative white P°P ulati °n 
population of 1,304,000 Of tWsTncreme^ thT 1™*™* l 707 ’ 300 to the 1940 
accounted for 210 000 while the inmaw r Crease m Florida-born residents 
for 497 300 some 25 1 Ion , I T ° f reSldents born in other sta *s accounted 

ss Sp“ 
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other factors, given a highly mobile population with rising incomes and 
retirement payments, it seems fairly certain that the direct influence of 
the amenity resource will increase rather than diminish. 

And so, in the broad perspective of history, the changing content 
of resource endowment has had a succession of effects in the inter¬ 
regional distribution of economic activity. As “new” resources moved 
to the forefront of the national economy, new advantages for economic 
growth were created for those regions well endowed. This much seems 
certain: in terms of the distribution of national economic activity over 
the landscape, resource endowment has mattered a great deal. 

Resources and the Mechanics of Regional Growth 

^Regional growth typically has been promoted by the ability of a 
region to produce goods or services demanded by the national economy 
■ and to export them at a competitive advantage with respect to other 
^regions. We have already referred to three such cases touching upon 
resources—the leverage of minerals in the growth of the Mountain 
states, of petroleum and natural gas in the growth of the Southwest, and 
of amenity resources in the growth of Florida. The role of timber in the 
development of the Pacific Northwest and the role of agricultural com¬ 
modities in the development of the Plains states are equally instructive. 
This ability to export induces a flow of income into the region which, 
through the familiar multiplier effect, tends to expand the internal mar¬ 
kets of the region for both national and region-serving goods and services. 
The extent of the multiplier effect is related to certain “internal” features 
that characterize the economic and social structure of the region. Re¬ 
gions tend to differ substantially in the degree of development that be¬ 
comes associated with the growth of the export industries and in what 
happens to the income that flows in from the export sales. 

Some of these internal features are related to the nature of the 
export industries and particularly to the localized industrial linkages, and 
services attaching to the export sector are also important here. Thus, 
for example, it has been noted by historians that the shipment of heavy 
export products from a region has influenced the development of sub¬ 
stantial transportation facilities and services within the region. The 
quantity and type of labor required by the export industries and relative 
levels of wages paid has, of course, an obvious relationship to the 
“internal” development of a region. Another important feature is the 
income distribution that tends to be associated with a given type of 
regional export product. Douglass North has pointed to the differential 
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effect o» icctonal development tit the nineteenth centm y os the plantation 
system in the Southeast tor the ptodiivKou of cotton and tub, teen 
with its highly unequal dotiduifton of income, as compared to the 
independent t'aimer piodttcfton -Astern of the iluhvcs} unit its broad 
income base and its ciuvvun* mat kefs lot loe.d eoods and services, 

“Intent,tl” rer.mnal development takes the lotm both uf mtcin.tl 
/ stniefur.il ehamtes i such a. an macaw- m the pto|Mtfion of the tabor 
I force employed tn mamifactmmc, and service itnlustiies I am! .us evpan 
: ston of the focal matkrt tot all mmol jioods and services, As the regional 
ttwikct eypainls and teuton scum*; activities juohlet.itr conditions may 
develop for self tetnfojvme and self smfatnmy; tononal itnnuh, ami new 
mtenut t.nfots may tveomr tmpon.mt m de»etmm«p' the tates of re- 
itiott.i! piowth, such a*, evfeMt.tl economic asvy,ated with sivt.il over 
he.wl capital amt the afcdomrrahoit of ttnln .ftte., .md intent,»i economies 
of scale \s any rate, the on tmemc ot uptd sell .ttst.mutti: growth 
involves a shift m tfie telunr mtpoitatbe ot month t.ntoi*. away horn 
the dominance of the cvpoi? vetot and m the dilation ot the mtettnil 
oi^am/afion of ptodiuriott whwh makes tf {Hu-able lot the u-qion to 
}>!,»> 4 mute elaUoatc n»le m 'die national o onomv this hiwhly simplified 
reposition .«! the leeioiut qsovvth proa-v, needs to »y tirvlfvvt'with main 
icseivatiori,, tun tt bump «>> the foie the »ontevf within which the 
effects of le corner endowment pin out then iota 

I hr 'Vvpotf' ,ittd ''interna!" drt,a mounts of n>uott.tl economic 
evpanuon can tv bi,.m;hi to.ythet m the loinept ol »umuUitur uJuw 
MKr Hut any advantage whidi a u-riots may have %n u to other rrt;mm 
t». of votlfve, always idafnr I Ins i. so svheJhri the f,* HV is lit trims 
t*f mjutt am! maiket adv.m*a>v, it* ft.,- ps.dmtMti of a s, m *le ptodua 
ot the juodtiet i of 4 smeh- mdintiv. ot wMHn the hvn. is in trims of 
cumulative advaufaeci for .an all raHMiii. £umh 

rite conditions maim,: tot rdative advatUaqr van fv of many 
son-, <liven ot»i foitr. on the ode of ttatio d rramue m etowlh, it is 
meecsfivc to view teUm- advanu-v .o teomue based ,»sd n*mir*iMii%r- 
fi.isrd As alieadv noted, tew nine hm-d advnit ay e, have atloidrd the 
lumentiomd route to sreioi? *f uoitomr, v;i.>wih m ?hr knifed Slate-, 
lit team of thru untv»p»f»n.-s for o-p»*nal ottomn npanmm. tr 
sotinc'-. can fv iWulvd as >ud" ,n "kid" dejrndme on fhnr c;t|»acitv 
to piovtdr .* vtv'oi.m, rvmomn hnk,n!r with the is,»»t«utal economy and 
to eifcnd the mtental tuaiirf >* of f};e kv;i..*i \ e,ood sesoune tot a region 
can tv identified, tost, by it-, ability s, t t 4I j,j,„ (t , U1 ,-cvnsive sftram of 
natnmailv 'WanfeiJ i*i,*dtjc?ioji Heir aU.-nSion y, to*used on the dt.nai 
fcri'itn s of the national demand »m v ■ fot (hr s < miiim* and file irlatmn 
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ship of the region’s supply conditions to those of the other regions: 
these must afford a substantial promise that production of the resource 
in the region will expand. In short, the demand for the resource must 
be derived from final and intermediate demand sectors of the national 
economy exhibiting a high income-elasticity of demand. Secondly, pro¬ 
duction of the resource must be characterized by extensive locatio’nally- 
associated forward and backward linkages. And, finally, the resource 
must be characterized by a high regional multiplier—that is, a substantial 
proportion of the returns from the export sector must fin d its way into 
active demand for regionally produced goods and services. 

Thus, a region’s resource endowment is “good” to the extent that 
it is composed of resource products which rate high by these criteria. 
A “poor” resource endowment is one whose potential for inducing 
growth is, accordingly, not very high. In general, the importance of 
resource endowment in regional growth derives from its ability to alter 
the region’s over-all cumulative advantage position. This will vary among 
regions and among resource components, and especially will it vary over 
time as shifts in the composition of rapid and slow growth sectors of 
the national economy change the bill of inputs. 

Most agricultural products rate low on this “growth” scale. The 
agricultural sector in recent decades has expanded at about the rate 
of population growth !l and its products have had an income-elasticity of 
much less than one. 10 

Thus, taken in aggregate, agriculture will rarely make much of a 
contribution to the cumulative growth advantages of a region, except 
in die case of a region whose relative advantage for the production of 
agricultural products is improving relative to the rest of the nation, as 
m the Plains states for the period 1870-1910. 11 However, to focus our 
inquiry at the “1 -digit” level is to conceal by aggregation the consider- 


The index of per capita agricultural production has changed as follows: 

1870 . . . 86.33 

1910 . . . 100.00 
1950 . . . 100.05 


a^ r ') C 0 e: D A8r i CUltUral production data fr om Potter and Christy, op. cit.. Series 
AX-28; Population data from Historical Statistics of the United States 1789-1945 
Series B-2, and 1950 Census of Population. * 


Income-elasticity of demand for food has been estimated at 0.2 to 0.3; Har- 
low W Halvorson, “Long Range Domestic Demand Prospects for Food and 
Fiber, Journal of Farm Economics , Vol. XXXVI, December 1953, p. 760. 

The index of the share of the Plains states in the value of the national agri- 
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able variation among agricultural products at the three- and four-digit 
level. Some agricultural products in some specific instances can make 
significant contributions to regional economic growth. Thus, where cot¬ 
ton and cattle would rate low across the board as growth-generating 
items, the ability of California to engage in capital-intensive cotton pro¬ 
duction, and of Florida to exploit new breeds of cattle on the basis of 
excellent feed conditions, make these comparatively “good” resource 
products for these states. In other cases, there are agricultural specialties 
whose patterns of consumption have suggested a relatively high income- 
elasticity of demand—such as fruits, nuts, and horticultural specialties— 
so that they tend to contribute to the economic growth of those areas 
which are suited to their production. 

The minerals sector has expanded much more rapidly than agri¬ 
culture as a whole and regional endowment in mineral resources has 
always been looked upon as a positive asset for regional growth. As in 
the case of agriculture, there are great variations among the various 
mineral categories as to their contribution to regional growth. In addi¬ 
tion, there are two characteristics of minerals that deserve special atten¬ 
tion: first, minerals are nonrenewable resources, so that the depletion 
phenomenon becomes important in assessing the relative advantage con¬ 
veyed by them; second, there is a high degree of substitutability among 
mineral products, so that the advantage of an endowment involving 
bituminous coal, for example, may become ephemeral as petroleum 
products become utilized as a substitute fuel. The impact of substitution 
cannot always be easily identified; it would be difficult to say, for ex¬ 
ample, how much production of steel, copper, lead, and zinc have been 
displaced by the growing production of aluminum. In general, the 
big mineral-using manufacturing industries, and particularly, the metals- 
using industries, have been among the most rapidly growing sectors of 
the economy. Also, at the level of final demand, the products of these 
industries have a high income-elasticity of demand. Equally important, 
they are the terminal products of an intricately-linked production se¬ 
quence. 


cultural product is: 

1870 . . . 41.48 
1910 . . . 100.00 
1950 . . . 91.07 

Source: Perloff, Dunn, Lampard, Muth, op. cit., T. 38 p. 138, and T. 100 p. 249: 
Regional Distribution of Value of Resources Extracted, by Major Resource Indus¬ 
try, 1870, 1890, 1910. 1930 and 1950.” 
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The role of petroleum and natural gas deserves a special comment. 
Throughout the first half of the twentieth century their production has 
continued to increase at a tremendous rate: over the period 1910 to 
1950 the increase in output was almost elevenfold, and during this 
same period almost half of the total interregional shift in mining ac¬ 
tivities was accounted for by the oil-rich states of Texas, Oklahoma, and 
Louisiana. During the more recent period of 1939 to 1954, while employ¬ 
ment in mining as a whole declined by 8.84 per cent, employment in 
this sector increased by 92.4 per cent. In terms of national levels of 
consumption, petroleum and natural gas have clearly been “good” re¬ 
sources. In terms of their multiplier effects and their linkages these 
resources do not rate so high. Production and refining of petroleum 
products is one of the most capital intensive activities in the economy 
so that a considerable proportion of the returns to these activities is in 
the form of returns to capital, which is largely imported. At the same 
time, while petroleum extraction and the manufacture of petroleum 
products are tightly linked together, the more general backward and 
forward linkages are relatively limited—for example, almost 80 per 
cent of petroleum products were destined for final demand in 1947, 
while absorbing only 13.1 per cent of the total inputs from other manu¬ 
facturing activities. The answer to the question of how good an endow¬ 
ment is petroleum and natural gas is also affected by the nature of the 
regional supplies. .These mineral fuels are strongly conditioned by the 
discovery-depletion cycle, so that areas narrowly specialized in the 
production of these mineral fuels may well find these products to have 
substantial disadvantages for growth if the depletion of reserves takes 
place at a greater rate than the augmentation of reserves by new dis¬ 
covery. 

The fairly limited, direct, localized linkage with other economic 
activities is not only a characteristic of petroleum and natural gas, but 
of other minerals as well. For regional economic growth, the linkage 
between resources and other economic activities is not only a matter of 
product-linkage and value added (since the value may be added else¬ 
where geographically), but is even more a question of locational link- 
a S e the extent to which other activities cluster in the same general area 
as the resources. There is some evidence to suggest that these types of 
geographic linkages are fairly limited, and that they are becoming even 
more so. In this category are data showing the rank correlation of em¬ 
ployment in manufacturing with population and resources employment, 
by states, some of which are presented in Table 2, using data for 1954. 

The proliferation of stages in the manufacturing processes has per- 
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This underlines the point made earlier: while export of resource 
products provides the basis for regional economic development, exten¬ 
sive and continued growth can be expected to take place only in those 
regions which achieve sizeable regional (internal) markets. Here the 
notion of cumulative advantage is useful. Rapid advances are possible as 
a region reaches “threshold” size for the internal production of a wide 
variety of goods and services. This type of regional development is greatly 

enhanced where the building up of social overhead proceeds rapidly_ 

especially in the development of an extensive internal transportation 
network—and where particular attention is paid to the human re¬ 
sources and to the conditions for living. The latter, as noted earlier, is 
in no small part helped by the natural conditions of the area. Where 
resource and nonresource advantages come together are to be found 
the best conditions for a high level of economic development. 

Resources in the Relationship of the Regional and 
National Economies: Heartland and Hinterland 

In the development of the U. S. economy the role of cumulative ad¬ 
vantage is most clearly seen in the growth of the Middle Atlantic region 
and, later, of the Great Lakes region. Here are regions which have en¬ 
joyed unequaled access to national market. Each was endowed with 
unusually good agricultural resources from the beginning, and the emer¬ 
gence of the minerals-dominant economy found each with excellent access 
to vast deposits of iron ore and coal. With these resource and market 
advantages, they developed into the most significant feature of regional 
economic growth on the American scene—the emergence of an indus¬ 
trial heartland coincident with the center of the national market. 12 

The emergence of the industrial heartland set the basic conditions 
for regional growth throughout the nation—it was the lever for the 
successive development of the newer peripheral regions: as its input re¬ 
quirements expanded, it reached out into the outlying areas for its re¬ 
sources, stimulating their growth differentially in accordance with its 
resource demands and the endowment of the regions. The rapid growth 
of the U. S. economy was accompanied (and to some extent achieved) 
by this process of industrial nucleation. 

A major consequence of the process of expansion and regional 
differentiation has been the specialization of regional roles in the national 
economy, and the nature of this specialization has influenced the content 

M ^ ew England, which is also part of the Manufacturing Belt, can be consid¬ 
ered a lesser-endowed, junior partner in the industrial heartland. 
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a. Resources Activities 

200 — 
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1870 1890 1910 1930 1950 

Figure 1. Indices of specialization in resources activities and manufacturing, 
multistate regions, 1870, 1890,1910, 1930, and 1950 (US. = 100) 

In the hinterland-regions the working out of comparative advantage 
can result in a narrow and intensive specialization in a single resource 
subsector, in effect tying the future of the region to the vicissitudes of 
national demand for the products of that subsector. This will set at least 
\ ultimate limits to the region’s growth rates: shifts in national demand 
\ patterns, the emergence of substitutes, depletion, technological advances, 
i or the relative shifting of regional advantage may at any time choke off 
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growth and leave behind enclaves of unemployed resources and economic 
stagnation. At its extreme, the western experience of 'booin-to wn to 
ghost-town’' is a dramatic illustration, but almost as severe has been 
the history of the tobacco and cotton producing areas in the South. 
These consequences are not confined to single-product specialization. 
Broader, sector-wide regional specializations may produce similar prob¬ 
lems where the degree of specialization is great and where the products 
in the aggregate have a low income-elasticity of demand. Typical of this 
kind of problem is the experience of the Plains states which has been 
increasing specialization in agriculture since 1910, at the same time that 
their relative contribution to total national value of agricultural products 
has been declining. 18 

On the other hand a broad and diverse resource specialization in¬ 
volving products in growing demand may provide a continuing impetus 
to regional expansion, especially where there is some complementarity 
among the resource activities. The Southwest illustrates the advantage 
of such a condition. Here a flourishing chemical industry has emerged 

based on rich endowments of petroleum, natural gas, sulfur, and salt_ 

this is doubly fortunate, considering the high rate of growth of chemicals 
industries in the national economy. 17 

In short, the economic expansion of the hinterlands is closely asso¬ 
ciated with their resource endowments and the manner in which their 
endowments contribute to the evolution of favorable patterns of speciali¬ 
zation or substantial levels of cumulative advantage. 

When we look at the manufacturing sector, some important regional 
facets also emerge. Thus, the economic expansion of the hinterlands is 
accompanied by a certain amount of induced manufacturing growth. 
This falls into two general classes: (1) Industries devoted to the proc¬ 
essing of regional resource products loom large. If we classify all manu¬ 
facturing into first-stage resource users, or “processing” industries, and 
later stage, or “fabricating” industries, and plot by State Economic Areas 


“See n. 12, p. 16. 

“Annual growth rates of the following chemical end-products groups are 
suggestive: 


Period 

1. Synthetic fibers (not in¬ 
cluding rayon and acetate). 1940-1954 

2. Synthetic organic plasticizers... 1936-1954 

3. Synthetic plastics and resins_ 1940-1954 

4. Fixed nitrogen in fertilizers_ 1939-1955 


Average Annual Growth 

36.1% 

16.8% 

16.6% 

13.4% 


Source: Harold J. Barnett and Frederick T. Moore, “Long Range Growth of 
Chemical Industries,” Chemical and Engineering News, April 7, 1958, p. 81. 
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which class of industry is dominant, we find that the processing indus¬ 
tries dominate throughout the resource hinterlands, while the fabricating 
industries dominate in the industrial heartland, as shown in Figure 2 
Thus, the process of industrialization not only defines the resource role 
of the hinterlands, but also sorts out the kinds of manufacturing activi¬ 
ties between the heartland and the hinterland. (2) Less distinct is the 
role of region-serving industries in the regional growth process. These 
are generally market-oriented industries, producing products for regional 
final demand: As regions grow, their expanding markets offer increasing 
opportunities for economies of scale, so that one dimension of regional 
grOV J 1 . 1 ! a of . “fiUing-in” generated by emerging regional market 
possibilities. This kind of growth frequently takes place at the expense 
of imports from other regions, so that one characteristic of regional 
growth may be a decline in relative advantage of other regions from 
which imports have flowed in the past. 

A 2 eneraI idea of this total effect is provided by a measure of the 
differential shift” in manufacturing employment, as shown in Figure 3. 
This measures the extent to which the growth of employment in the 
major (two-digit) manufacturing industries within each of the states 
of continental United States has exceeded or fallen below “expected” 
growth; that is, the average national growth for each of the industry 

^ dunag a given P eriod ( here > over the period from 1939 to 

954). These withm-industry” shifts are netted out for each state, and 
each state total is shown as a percentage either of all the above-average 
growth states taken together (i.e., a percentage of the “upward shift”) 

° r ° f a “ the below-average growth states taken together (a percentage 
° f th< L'downward shift”), depending on which category the state falls 
into. Thus, for example, Texas had 11.4 per cent of the total gain-or 
greater than expected increases—of all the states that experienced above- 
average growth in employment for all the two-digit manufacturing in¬ 
dustries taken together. s 

At the same time, however, the rapid-growth (often the new) manu¬ 
facturing industries have continued to find their most favorable location 
to be m the industrial heartland. This is shown by the “proportionality 
shift m manufacturing employment—a measure of the relative change 
in manufacturing employment among the states due to their industrial 
composition. (See Figure 4.) The significant role in regional economic 

“Even if manufacturing employment in each industry had grown at the na- 
areaf T a8e ° r thC . induStry within each state - s <>me states would have had a 

“favorlbi”" H Ve ? ge , mCreaSe “ t0ta1 ' manu factu r ing employment because of a 
favorable mdustnal composition: that is, a high proportion of “rapid growth” 

industries. That is what is measured in the “proportionality” or composition effect, 

(Note 18 continued on page 23) 
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growth of industrial composition can be highlighted by noting the very 
wide range of industrial employment growth rates during the same pe- 
nod, 1939-54 (Table 3). The regions which have contained or attracted 
the machinery, metals, and chemical industries have, of course, gained 
volume-wise through the unusually rapid growth of these industries It 
would seem that these industries find that the massive markets, economies 
of agglomeration, and the extensive social overhead investment of the 
Manufacturing Belt provide them with the economic environment most 
conducive to their growth and prosperity. 

As highlighted by a comparison of Figures 3 and 4, the industrial 
heartland tends to grow in a different way than do the hinterland areas 
The industrial heartland serves not only as the focal point of the national 
market taken as a whole, but also as the industrial seedbed of the econ- 
omy. The newer products tend to be started here, nourished along, and 
as they find wide acceptance and volume grows, often the manufacturers 
find that they can supply the outlying markets more economically by 
producing on a decentralized basis. There are cases, of course 
where the reverse is true and experimentation begins away from the 
center, but these have been relatively limited in number. In broad terms 
the hinterland areas have grown mainly by the “filling-in” process re¬ 
ferred to above, a threshold-by-threshold upward movement as resource 
exports expand and as the regional markets grow in size. 

Focusing, then, on the specialized role of the regions in the 
national economy we get a picture in broad strokes of the spatial dimen¬ 
sions of the national economy. Central to it is the great heartland nuclea- 
tion of industry and the national market, the focus of the large-scale 
nation-serving industry, the seedbed of new industries responding to 
the dynamic structure of national final demand, and the center of high 
levels of per capita income. 19 Radiating out across the national landscape 
are the resource-dominant, regional hinterlands specializing in the pro¬ 
duction of resource and intermediate inputs for which the heartland 
reaches out to satisfy the input requirements of its great manufacturing 

shown in Figure 4. For a more detailed description of these measures, see Perloff 
Dunn, Lampard, and Muth, op. cit., Chapter 5. 

“While a discussion of the welfare aspects of regional growth is beyond the 
scope of this paper, it is worth noting at least briefly that among the more 
dramatic features of the evolving heartland-hinterland relationship has been its 
consequences for levels of per capita income. If we divide the nation into two 
parts—the heartland (including the Far West as a subnucleation) and the resource 
h i n 1 t ® 1 . lan u d—and take the P er ca P ita personal income in the former as an index 
of 100, the comparable index for all the hinterland regions taken together is 58 for 
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TABLE 3.—Percentage Change in Manufacturing Production Worker 
Employment for 2-Digit Manufacturing Sectors, 1939-1954 





Employment in the 




industry as: 

S.I.C. Industry sector 

% Change 

% of total 

% of total 

Code 


1939 em- 

1954 em- 




ployment 

ployment 

36 

Electrical machinery..... 

+ 191.39% 

3.2% 

5.8% 

37 

Transportation equipment. 

+ 143.70 

7.0 

10.7 

38 

Instruments & rel. prod. 

+ 130.48 

1.1 

1.6 

39 

Miscellaneous mfg. 

+ 129.91 

3.1 

4.5 

35 

Machinery (except elect.). 

+ 118.50 

6.9 

9.5 

34 

Fabricated metal prod. 

+ 82.04 

5.8 

6.6 

28 

Chemical & allied prod. 

+ 81.84 

3.5 

4.1 

30 

Rubber prod. 

+ 62.53 

1.5 

1.6 

26 

Paper and allied prod. 

+ 61.24 

3.5 

3.5 


TOTAL MANUFACTURING EMPL. 

+ 58.46 

100.0 

100.0 

32 

Stone, clay & glass prod. 

+ 54.26 

3.4 

3.3 

27 

Printing & publishing. 

+ 54.04 

4.2 

4.0 

29 

Petroleum and coal prod. 

+ 52.11 

1.4 

1.3 

25 

Furniture & fixt. 

+ 51.36 

2.4 

2.3 

23 

Apparel and rel. prod. 

+ 42.10 

9.6 

8.7 

20 

Food & kindred prod. 

+ 41.90 

10.3 

9.2 

33 

Primary metal industries. 

+ 39.57 

8.6 

7.6 

24 

Lumber & prod. 

+ 21.47 

5.4 

4.6 

31 

Leather & leather prod.. 

- 1.84 

4.2 

2.6 

22 

Textile mill prod... 

- 12.41 

13.8 

7.7 

21 

Tobacco manufactures. 

- 19.78 

1.1 

0.6 

Source: Perloff, Dunn, Lampard, Muth, 

op . cit., Table ] 

147, p. 39L 



1920 and 69 in 1950. Thus, although the per capita income differences have 
tended to narrow with the process of hinterland development, the advantage in 
welfare terms for the industrial heartland is still tremendous. As several studies 
have shown, the structural origin of the income differences is associated with the 
agricultural-nonagricultural dichotomy, so it is not surprising that we find such 
significant income dominance by the nuclear regions. This is, of course, not a 
hard and fast relationship. That a high degree of manufacturing specialization in 
industries with a relatively low income-elasticity of demand not only can dampen 
regional growth rates but depress a region’s relative welfare levels has been indi¬ 
cated by the New England experience. At the same time, it is possible for re¬ 
source regions to enjoy comparatively high per capita incomes, as the Mountain 
states have proven by turning up periodically with per capita incomes exceeding 
the national average. The important conclusion, however, is that so long as income 
differentials are associated with industrial structure, and structure is regionally 
determined by this ongoing process of nucleation, there are likely to continue to 
be interregional differences in welfare levels. 
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piant. Here in the hinterlands, resource endowment is a critical deter¬ 
minant of the particular cumulative advantage of the region, and hence 
of its growth potential. This heartland-hinterland relationship seems to 
be the basic morphology of the subnational economy; through it we can 
better understand the role of resource endowment in regional growth. 

Summary 

nsitinri! S “p mary ’ the ^ • S - experience suggests the following set of prop- 
* . ; Re ^ ource endowment” is continuously redefined by changes in 

national final and intermediate demand, production technology and 
economic organization. The relative economic growth of a re^n “s 
directly related to its relative advantages in the production of goods and 
services for the national market; these may result from resource en¬ 
dowment on the one hand, or from a favorable degree of access to the 

fheT rh^T ^ ° ther - more f-nr a combination of 

the two. These advantages are normally conditioned by other elements 

such as the quality of the labor supply and relative labor costs. The 

working out of cumulative advantage is exhibited in the specialized role 

h a JT 0 H P l S ?■ the nati ° nal econom y> ^ this specialized role 
can best be described m terms of the heartland-hinterland relationships. 
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. Location Theory and Regional 
Economic Growth 

Douglass C. North 


I 

D uring the past several decades 
there has been a growing interest 
in location theory in America. 
Building on the pioneering works of 
Thunen, Weber, Losch, Palander, and 
others, 2 a number of economists and ge¬ 
ographers have extended the analysis to 
apply to a wide range of problems and 
have attempted to synthesize location 
theory with other fields of economics. 3 
However, very little work has been done 
in using the principles of location to ana¬ 
lyze the historical growth of regions in 
America. 4 While economists concerned 

1 1 am indebted for criticisms and suggestions to 
several of my colleagues at the University of 
Washington, particularly Philip Cartwright, J. R. 
Huber, Franklyn Holzman, and Robert Lampman. 
Dean H. W. Stoke and the Research Committee of 
the Graduate School at the University of Washing¬ 
ton generously provided financial assistance for 
research, part of which is used in this article. 

2 A summary of earlier contributions to location 
theory may be found in E. M. Hoover, Location 
Theory and the Shoe and Leather Industries (Cam¬ 
bridge: Harvard University Press, 1937). 

3 In addition to Hoover’s valuable study cited 
above, see his The Location of Economic Activity 
(New York: McGraw-Hill Book Co., 1948). See 
also Bertil Ohlin, Interregional and International 
Trade (Cambridge: Harvard University Press, 
1935); National Resources Planning Board, Indus¬ 
trial Location and National Resources (Washington, 
D.C.: Government Printing Office, 1943); and the 
articles by Walter Isard cited below. 

4 A significant exception is Walter Isard’s 
“Transportation Development and Building Cy¬ 
cles,” Quarterly Journal of Economics , LVII (No¬ 
vember, 1942), 90-112. See also William H. Dean, 
The Theory of the Geographic Location of Economic 
Activities {Selections from the Doctoral Dissertation) 
(Ann Arbor: Edward Bros., Inc., 1938). 


with location theory sometimes point out 
the implications of their analysis for the 
growth of regions, they have not followed 
up these discrete observations with any 
systematic analysis. A fundamental dif¬ 
ficulty has been that the theory of re¬ 
gional economic growth 5 has little rele¬ 
vance for the development of regions in 
America. Not only does the sequence of 
stages outlined by the theory bear little 
resemblance to American development 
but its policy implications are also funda¬ 
mentally misleading. 

This paper will attempt to demon¬ 
strate the inadequacies of the existing 
theory of regional economic growth and 
will advance a number of propositions 
that may lead to a more useful theory, 
both for analyzing the historical develop¬ 
ment of the American economy and for 
understanding the contemporary prob¬ 
lems associated with regional economic 
growth. 

The analytical propositions advanced 
in this paper, though explicitly oriented 
to America’s development, would apply 
equally well to other areas that meet the 
following conditions: (1) regions that 
have grown up within a framework of 
capitalist institutions and have therefore 
responded to profit maximizing oppor¬ 
tunities, in which factors of production 
have been relatively mobile, 6 and (2) re- 

6 See Sec. II below. 

® Obviously both profit maximization and factor 
mobility are relative notions and nowhere perfectly 
met. However, there is a vast difference between the 
response of an underdeveloped area where the social 
and economic structure is not fundamentally geared 


♦Reprinted from the Journal of Political Economy , Vol. 63 (June 1955). 
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gions that have grown up without the 
strictures imposed by population pres¬ 
sure. 

II 

Both location theory and the theory of 
regional economic growth have described 
a typical sequence of stages through 
which regions move in the course of their 
development. 7 E. M. Hoover and Joseph 
Fisher, in a recent essay entitled “Re¬ 
search in Regional Economic Growth.'^ 
point out that “there is now a fairly well 
accepted body of theory regarding the 
normal sequence of development stages 
in a region.” 8 9 This sequence may be out¬ 
lined as follows: 

'1. The first stage in the economic his¬ 
tory of most regions is one of a self-suf¬ 
ficient subsistence economy in which 
there is little investment or trade. The 
basic agricultural stratum of population 
is simply located according to the dis¬ 
tribution of natural resources. 

2. With improvements in transport, 
the region develops some trade and local 
specialization. “A second stratum of pop¬ 
ulation comes into being, carrying on 


to capitalist stimuli and the kind of response one 
can expect in a basically capitalist society. The 
reluctance of the economic historian to make more 
extensive use of tlie tools of tlie theorist reflects in 
good part the fact that most of the world , s economic 
history falls outside our first condition and that 
therefore economic theory is of little use in ana¬ 
lyzing a large part of its development. On the other 
hand, the joint efforts of economic theorists and his¬ 
torians applied to the development of the United 
States and of some other areas hold out the promise 
of yielding valuable insights. 

7 See August Loscb, “The Nature of Economic 
Regions, Southern Economic Journal, V (July, 
1938), 71-78; Hoover, Location Theory and the Shoe 
and Leather Industries, pp. 284-85, and The Loca¬ 
tion oj Economic Activity , pp. 187-88. 

8 Universities—National Bureau Committee for 
Economic Research, Problems in the Study of Eco¬ 
nomic Growth (New York: National Bureau of 
Economic Research, 1949), chap. v. 

9 Ibid.,p. 180. 
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simple village industries for the farmers. 

I Since the materials, the market, and the 
i labor are all furnished originally by the 
agricultural populations, the new indus¬ 
trial superstructure 7 is located with refer¬ 
ence to that ‘basic stratum. 7 7710 

3. With the increase of interregional 
trade, a region tends to move through a 
succession of agricultural crops from ex¬ 
tensive grazing to cereal production to 
fruit-growing, dairy farming, and truck 
gardening. 11 

4. With increased population and di¬ 
minishing returns in agriculture and 
other extractive industries, a region is 
forced to industrialize. “Industrialization 
means the introduction of so-called sec¬ 
ondary industries (mining and manufac¬ 
turing) on a considerable scale. 7712 Typi¬ 
cally the early stages of industrialization 
are based on the products of agriculture 
and forestry and include such activities 
as the processing of food, the manufac¬ 
ture of wood products, and the prepara¬ 
tion of textile fibers. If industrialization 
is to continue, mineral and energy re¬ 
sources become critical. 

As a second stage of industrialization, then, 
we see [in the regions possessing economically 
usable mineral resources] such industries as 
the smelting, refining, and processing of metals; 
oil refining; chemical industries based mainly 

10 Hoover, Location Theory and the Shoe and 
Leather Industries, p. 284. The second stage of 
regional growth has been elaborated by Hoover and 
Fisher to include some further specialization and 
interregional trade {op. cit., p. 181). 

11 The theory of location diverges here from the 
theory of regional economic growth in stressing the 
historical pattern of the emergence from feudalism. 
Since this pattern has little meaning for American 
development, it is omitted here. However, it will 
be an important part of my argument that American 
location theorists have implicitly accepted a good 
deal of this stage sequence based on the European 
experience of emergence out of feudalism without 
recognizing the significant difference between this 
pattern and the pattern of American development. 

12 Hoover and Fisher, op. cit., p. 182. 
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on coal, petroleum, potash, salt, and other 
minerals; and glass and ceramics industries. 
Where cheap hydroelectric power is available, 
industries requiring large amounts of cheap 
power (nonferrous metals refining, ferroalloys, 
and special steels, artificial abrasives, etc.) are 
possible, as in Norway, Switzerland, the Ten¬ 
nessee Valley, and the Columbia River Valley. 13 

5. A final stage of regional growth is 
reached when a region specializes in ter¬ 
tiary industries producing for export.. 
Such a region exports to less-advanced 
regions capital, skilled personnel, and 
, special services. 

The role of transport costs has been 
critical in the advancement through 
these successive stages of growth. Isard 
summarizes this effect as follows: “His¬ 
torically we find that reduced transport 
rates have tended (1) to transform a scat¬ 
tered, ubiquitous pattern of production 
into an increasingly concentrated one, 
and (2) to effect progressive differentia¬ 
tion and selection between sites with su¬ 
perior and inferior resources and trade 
routes.” 14 

Ill 

When this sequence of stages is placed 
against the economic history of regions 
in America, two basic objections arise. 
(1) These stages bear little resemblance 
to the actual development of regions. 
Moreover, they fail to provide any in¬ 
sights into the causes of growth and 
change. A theory of regional economic 
growth should clearly focus on the criti¬ 
cal factors that implement or impede de¬ 
velopment. (2) Furthermore, if we want 
a normative model of how regions’ should 
grow, in order to analyze the causes of 

13 Hoover, The Location of Economic Activity , 
p. 193. 

14 Walter Isard, “Distance Inputs and the Space 
Economy. Part I. The Conceptional Framework,” 
Quarterly Journal of Economics, LXV (May, 1951), 
188-98. 


arrested development or relative decay, 
then this sequence of stages is of little use 
and is actually misleading in the empha¬ 
sis it places on the need for (and difficul¬ 
ties of) industrialization. 15 

The problems of industrialization will 
be explored later in this paper when the 
causes of regional growth are examined. 
Here we are concerned with the first ob¬ 
jection: the lack of correspondence be¬ 
tween the stages of the theory of regional 
economic growth and the economic his¬ 
tory of regions in America. A major dis¬ 
crepancy is immediately evident; name¬ 
ly, that America was^ exploited in large 
part as a capitalist venture. Settlement 
in new regions and their subsequent 
growth were shaped by the search for 
and exploitation of goods in demand on 
world markets. The result was a kind of 
development very different from that 
implied by the theory of regional devel¬ 
opment in which regions gradually ex¬ 
tended the market from a subsistence 
economy. From the early joint-stock 
companies on through the whole west¬ 
ward expansion, a basic objective was to 
exploit the land and its resources in order 
to produce goods that could be marketed 
“abroad” and would bring in a monfy 
income. This is in marked contrast to the 
experience of Europe (which appears to be 
the model for the early stages of the theo¬ 
ry of regional economic growth), where 
a market-oriented economy emerged 
only gradually from the predominantly 
local economies of the manorial system. 
If a subsistence economy existed in a new 
region in America, it was solely because 
of a lack of means of transport, a condi¬ 
tion that was swiftly remedied by the 

J5 Hoover and Fisher stress the difficulties of 
achieving an industrial status and maintain that 
most of the bottlenecks and problems of arrested 
development occur in moving from an agricultural 
to an industrial economic base {op. cit ., pp. 182-84) 
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concerted efforts of the settlers. 16 This is 
not to deny that many homesteaders 
maintained a subsistence existance but 
only to affirm that such settlement was 
not significant in shaping the economic 
development of the region, any more 
than the modern subsistence farmer of 
the backcountry is shaping the develop¬ 
ment of contemporary agriculture. 

This point may be illustrated briefly 
from the economic history of the Pacific 
Northwest. 17 Not only has this region 
never experienced a subsistence econ¬ 
omy, but its markets from the very be¬ 
ginning have often been thousands of 
miles distant. Even before general settle¬ 
ment, the region was exploited for its furs 
by the Hudson Bay Company. With the 
decline of the fur trade and the coming of 
settlers, wheat, flour, and lumber were 
quickly developed as exportable com¬ 
modities. They first found markets in 
California in the 1840’s. With the gold 
rush the demand for both wheat and 
lumber expanded tremendously, and the 
region experienced rapid growth based 
on these two commodities. In 1868 the 
first wheat shipment went from Portland 
to Liverpool, and by the late 1870’s Pa¬ 
cific Northwest soft wheat had become 
an important part of the world wheat 
trade; a fleet of ships sailed from the re- 

16 More often then not, this concerted effort 
was directed toward getting the government to pro¬ 
vide the necessary internal improvements. 

n This brief summary of the development of the 
Pacific Northwest is condensed from a larger re¬ 
search project that I am currently undertaking. 
Support for the data presented here may be found 
m John B. Watkins, Wheat Exporting from the 
Pacific Northwest (State College of Washington 
Agricultural Experiment Station Bull. 201 [May, 
1926]); the Silver Anniversary Number of the 
Commercial Review (Portland, Ore.), July 1, 1915; 

E. S. Meany, Jr., “History of Northwest Lumber- 
"Jg” (Ph * D ' dissertation > Harvard University, 
1935); and R. W. Vinnedge, The Pacific Northwest 
Lumber Industry and Its Development (New Haven: 
Yale University School of Forestry, 1923). 


JD ECONOMIC GROWTH 

gion around Cape Horn every year. In 
1857 the first shipment of flour was made 
to Japan, and thereafter Pacific North¬ 
west flour found markets in Australia, 
Hawaii, the Orient, Europe, British Co¬ 
lumbia, and California. 18 In each decade 
after 1850 an increasing percentage of the 
crop was exported either as wheat or in 
the form of flour. Before the end of the 
nineteenth century over half the crop 
was being exported from the region. 

The history of the lumber industry re¬ 
flects a similar preoccupation with mar¬ 
kets foreign to the region. The first lum¬ 
ber shipment went to California in 1847, 
and during the gold rush lumber exports 
from the Pacific Northwest expanded 
rapidly. The rate of growth of the lumber 
industry was directly related to the 
growth of the markets reached by water 
(primarily California, British Columbia, 
and some foreign markets). In 1894 
James J. Hill established a 40 cent per 
hundredweight freight rate on lumber to 
Minneapolis on his railroads, and the in¬ 
dustry began to compete with the south¬ 
ern pine region for markets in the Middle 
West. With this rapid growth of markets 
the industry expanded many fold. In the 
first five years of the twentieth century 
output more than doubled, and there¬ 
after in each successive decade Pacific 
Northwest fir increased its share of the 
national market at the expense of south¬ 
ern pine. The rate of growth of the region 
has been directly related to these basic 
exports. Between 1860 and 1920 lumber 
and flour-milling accounted for between 
40 and 60 per cent of the value of the 
region’s manufacturing output. Almost 
all the rest of secondary industry (as well 
as tertiary industry) was passive in the 
sense that it served local consumer needs. 

18 A substantial amount of the wheat and flour 
sent to California was exported to Europe. 
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Its growth therefore reflected the chang¬ 
ing fortunes of the region’s exportable 
commodities. 19 Wheat played a similarly 
critical role in the development of the 
region, although by the end of the nine¬ 
teenth century the agricultural export 
base had broadened to include a number 
of other commodities. 

This brief account of the development 
of the Pacific Northwest bears no re¬ 
semblance to the theory of regional eco¬ 
nomic growth. There was no gradual 
evolution out of a subsistence economy. 
Instead the whole development of the re¬ 
gion from the beginning was dependent 
on its success in producing exportable 
commodities. Nor was the Pacific North¬ 
west’s history exceptional. Furs and the 
products of mining were typically the 
early exportable commodities of western 
America. Colonial America exported 
such products as tobacco, rice, indigo, 
naval stores, ships, and fish. Even the 
well-worn historical generalization of lo¬ 
cation theorists that reduced transport 
rates will transform a scattered, ubiqui¬ 
tous pattern of production into an in¬ 
creasingly concentrated one is not true of 
America. Many new regions in America 
developed from the beginning around one 
or two exportable commodities and only 
widened their export base after transport 
costs had been reduced. 20 In short, both 
this generalization of location theorists 
and the early stages in the theory of re¬ 
gional economic growth appear to be 
taken uncritically from European experi¬ 
ence rather than derived from the eco¬ 
nomic history of this country. 

A basic starting point for reshaping 
our views on regional ecqnomic growth 

19 This point will be elaborated and qualified in 
the following section. 

20 In the Pacific Northwest the export base 
(particularly of agricultural commodities) only 
broadened after tfie advent of the railroad. 


might well be the insights of the late 
Harold Innis in his studies of the growth 
of the Canadian economy. 21 Innis’ early 
research had convinced him of the cru¬ 
cial importance of the export staple in 
shaping new economies. His subsequent 
studies of the growth of these staple ex¬ 
ports were always directed toward at¬ 
tempting to understand “how the Cana¬ 
dian economy had been generated and 
how it had been shaped as a working 
economy.” 22 An analysis of the export 
staples of the Canadian economy became 
the basis for understanding the character 
of that country’s economic development. 
Moreover, it provided real insights into 
the political and social institutions of the 
country. 

The term “staple” refers to the chief 
commodity produced by a region. It is 
customarily thought of as describing 
products of extractive industry. Since 
my concept of the export commodities of 
a region may include products of second¬ 
ary or tertiary industry as well, I shall 
use the term “exportable commodities” 
(or services) to denote the individual 
items and the export base 23 to denote col- 

21 See The Fur Trade in Canada (New Haven: 
Yale University Press, 1920); The Cod Fishery: 
The History of an International Economy (New 
Haven: Yale University Press, 1940); Problems of 
Staple Production in Canada (Toronto: University 
of Toronto Press, 1933); and, in collaboration with 
A. R. M. Lower, Settlement and the Forest and Mining 
Frontier (Toronto: Macmillan Co., 1936). 

22 W. A. Mackintosh, “Innis on Canadian Eco¬ 
nomic Development,” Journal of Political Economy , 
June, 1953, p. 188. This article provides an excellent 
summary of Innis’ views. 

23 The use of the term “base” has become popu¬ 
lar among urban land economists and city planners 
in the concept of the urban economic base, which 
refers to those activities of a metropolitan com¬ 
munity that export goods and services to other 
areas. For a history of the development of the con¬ 
cept see Richard B. Andrews, “Mechanics of the 
Urban Economic Base: Historical Development of 
the Base Concept,” Land Economics , XXIX (May, 
1953), 161-67. 
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lectively the exportable commodities (or 
services) of a region. In young regions, 
typically dependent on extractive indus¬ 
try, my exportable commodities and In- 
nis’ export staples are synonymous. 

Settlers in new regions typically ex¬ 
perimented with a number of different 
crops before discovering one that was 
economically feasible. 24 The success of an 
industry in producing an exportable 
commodity can be understood in terms of 
the principles of location theory. 25 The 
development of an exportable commod¬ 
ity reflected a comparative advantage in 
relative costs of production, including 
transfer costs. Distributive transfer costs 
have served to limit the extent of the 
export market. 

From the viewpoint of the region, the 
demand for the exportable commodity 
was an exogenous factor, but both proc¬ 
essing and transfer costs were not. His¬ 
torically new regions bent every effort to 
reduce these costs in their concerted 
drive to promote their economic well¬ 
being. The ceaseless efforts of new regions 
to get federally subsidized internal im¬ 
provements, state aid for canal construc- 

24 The experiments with silkworm culture in the 
Southern Colonies are a famous case in point. 

26 For our purposes it is convenient to follow 
Hoover's breakdown of costs into procurement, 
processing, and distribution costs (see The Location 
of Economic Activity , pp. 7-9, 15-115), While 
processing costs reflect factor-input coefficients and 
factor prices, procurement and distribution costs 
depend fundamentally on transfer costs. 

Isard has done a great deal of work attempting 
to introduce the problems of space into economic 
theory through the concept of distance inputs (the 
movement of a unit weight over a unit distance). 
The price of a distance input is the transport rate 
and, as in the case of capital inputs, a reduction in 
price has both a scale and a substitution effect. 
Distance inputs are conceived to be simply another 
factor of production whose price is the transport 
rate and whose optimum combination with other 
factors can be determined by the principles of sub¬ 
stitution (see his “Distance Inputs and the Space 
Economy,” op. ciL). 


tion, federal and state aid for railroads, 
and river and harbor improvements were 
a part of the continuous effort of each 
region to reduce transfer costs to better 
the competitive position of its exports. 26 

As regions grew up around the export 
base, external economies developed which 
improved the competitive cost position 
of the exportable commodities. The de¬ 
velopment of specialized marketing or¬ 
ganization, improved credit and trans¬ 
port facilities, a trained labor force, and 
complementary industries was oriented 
to the export base. 

The concerted effort to improve the 
technology of production has been 
equally important. Agricultural experi¬ 
ment stations, state universities, and 
other local research groups become serv¬ 
ice adjuncts to export industries and con¬ 
duct research in technological improve¬ 
ments in agriculture, mining, or what¬ 
ever manufacturing comprises the re¬ 
gion’s export base. 

The purpose of this concerted effort is 
better to enable the region to compete 
with other regions or foreign countries 
for markets. In new regions highly de¬ 
pendent on extractive industry, these ex¬ 
ternal economies and technological de¬ 
velopments tend to more than counter¬ 
act diminishing returns in the staple 
product. 27 As a result, these efforts tend 
to reinforce a region’s dependence on its 
existing staples rather than promote 
changes in the export base. This con¬ 
servative bias is further reinforced by the 

26 Such efforts have not been confined to pressure- 
group activity but have erupted into political 
movements. The Grangers and the Populists were 
fundamentally concerned with a number of eco¬ 
nomic measures that would, for example, improve 
the position of American wheat on the world 
wheat market or provide the western miner with a 
better market for his silver. 

27 In the case of mining this statement probably 
would not hold. 
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role of capital. Capital is typically im¬ 
ported into new regions in the develop¬ 
ment of the export staple industries. In¬ 
deed, until a region develops sufficient 
income to provide a substantial share of 
its own investment capital, it must rely 
upon outside sources. External suppliers 
of capital tend to invest primarily in ex¬ 
isting export industry rather than in 
new, untried enterprises. 28 

IV 

The following section will deal with 
the way in which regions grow; first, 
however, we must explore the signifi¬ 
cance of the export base in shaping the 
whole character of a region’s economy. 

At the outset, export industries must 
be clearly distinguished from “residen¬ 
tiary industries.” 29 The term “residen¬ 
tiary” is used to designate industry for 
the local market which develops where 
the consuming population resides. In or¬ 
der to determine the market area of each 
industry more precisely than can be done 
by a priori classification, the “location 
quotient” developed by Hildebrand and 
Mace 30 is employed. The location quo¬ 
tient measures the concentration of em¬ 
ployment in a given industry in one area 
(the “subject economy,” which for our 
purposes is the region) with another area 

28 This outside capital often comes in waves 
associated with (or in anticipation of) substantial 
reductions in costs or increases in demand. As a 
result the growth of regions tends to be uneven. 
This whole subject of the growth of regions is dealt 
with in more detail in Sec. V. 

29 The term “residentiary industry” was first 
used by P. Sargent Florence in National Resources 
Planning Board mimeographed releases. Rutledge 
Vining subsequently employed the concept in “Lo¬ 
cation of Industry and Regional Patterns of Business 
Cycle Behavior,” Economeirica, XTV (January, 
1946), 37-68. 

30 George Hildebrand and Arthur Mace, Jr., 
“The Employment Multiplier in an Expanding 
Industrial Market: Los Angeles County, 1940-47,” 


(the “benchmark economy,” which for 
our purposes is the nation). 

Formally the location quotient is the numeri¬ 
cal equivalent of a fraction whose numerator 
is employment in a given industry in the subject 
economy relative to total employment in the 
subject economy and whose denominator is 
employment in the given industry in the bench¬ 
mark economy relative to total employment in 
the benchmark economy. A priori a location 
of 1.00 means no greater relative specialization 
in the subject economy than in the benchmark 
economy, for the particular industry. In each 
industry values significantly below 1.00 indicate 
much greater relative specialization in the 
benchmark economy; or if well over 1.00 much 
greater relative specialization in the subject 
economy. 31 


Review of Economics and Statistics, XXXII (August, 
1950), 341-49. 

P. Sargent Florence developed the concept of a 
coefficient of localization. He first computed a 
“location factor” for each industry by computing 
the ratio of the percentage of employment in the 
given region found in the given industry to the cor¬ 
responding percentage for the nation as a whole. If 
all industries were perfectly evenly distributed 
among regions, the location factor would be unity. 
“The coefficient of localization for a given industry 
is obtained by computing the weighted average 
deviation from unity of the location factors for all 
regions, the weight for a local region being the 
proportion of total national employment found in 
that region. This measure divided by two varies 
between zero and unity” (Vining, op. cit., pp. 40-51). 
Completely even geographic distribution would give 
a coefficient of zero, while increasingly greater con¬ 
centration of industry in a region would give a 
coefficient approaching unity. Although this method 
is somewhat different from that of Hildebrand and 
Mace, the result is the same. 

31 Hildebrand and Mace, op. cit., p. 243. In their 
study of Los Angeles County these authors varied 
the subject and benchwork economies. Using the 
United States as the benchmark economy, they 
used successively the twelve western states, the 
eleven counties of southern California, and Los 
Angeles County as subject economies. Then using 
the eleven western states as the benchmark econo¬ 
my, they used southern California and Los Angeles 
County as subject economies and finally used Los 
Angeles County relative to southern California. 
As a result, they were able to delimit precisely the 
extent of the market for each export (while exports 
out of the country would increase the location quo- 
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Thus industries producing for export will 
show values significantly above 1.00. 32 

We are now in a better position to ex¬ 
amine the role of the export base in shap¬ 
ing the economy of the region. 

Clearly the export base plays a vital 
role in determining the level of absolute 
and per capita income of a region. While 
the return to factors of production 38 in 
the export industries indicates the direct 
importance of these industries for the 
well-being of the region, it is the indirect 
effect that is most important. Since resi¬ 
dentiary industry depends entirely" on 
demand within the region, it has histori¬ 
cally been dependent on the fate of the 
export base. 34 Vining’s analysis indicates 

tient, they would not of course be isolated by this 
technique). 

32 Hildebrand, and Mace allowed for differences 
in demand functions, which might make some resi¬ 
dentiary industry appear with a location quotient 
above 1.00. They came to the conclusion that 1.508 
was the boundary line in their study {ibid., p. 246). 

This location quotient is not too well adapted to 
use in agriculture. There I have used a coefficient 
of specialization in which the numerator is the 
region’s physical volume of production relative to 
the physical volume of production of the agricul¬ 
tural good for the nation. The denominator is the 
region’s absolute popluation relative to the nation’s 
absolute population. While such a coefficient has 
some obvious limitations and must be used with 
care, it is more adaptable to the available data than 
the one discussed above. 


that employment in residentiary indus¬ 
try tends to bear a direct relationship to 
employment in export industries. The 
median figure for employment in residen¬ 
tiary industry in individual states was 
approximately 55 per cent of the total 
employment. 35 

The export staple plays an equally 
vital role in the cyclical sensitivity of the 
region; it acts as the “carrier” in diffus¬ 
ing changes in the level of income from 
other regions to the subject region. Fur¬ 
thermore, the sensitivity of the region to 
fluctuations depends on the income elas¬ 
ticities of the export staples. Clearly re¬ 
gions that specialize in a few products 
with high income elasticities will have 
more violent fluctuations in income than 
more diversified regions. 36 

When we turn to the role of exports in 
shaping the pattern of urbanization and 
nodal centers, 37 we are on ground that 
has been more thoroughly explored by 
location theorists and geographers. 38 
Again, however, the pioneering work has 
been done by German location theorists 
who have extended the implications of 
each stage of economic growth to em¬ 
brace the logical pattern of urbaniza¬ 
tion that would ensue. 39 Since these 

35 Vining, op. cit ., p. 49. 


Obviously the disposition of nonwage income 
to residents of the region or outside the region is 
important here. It will be further considered in the 
next section. 

34 This statement requires both substantiation 
and careful qualification. This article is primarily 
concerned with the historical development of the 
American economy, and here the statement needs 
little qualification. The fortunes of regions have 
been closely tied to their export base. However, it 
is conceivable that a region with a large influx of 
population and capital might simply “feed upon 
itself” and thereby account for a substantial share 
of its growth. Moreover, in older “mature” regions, 
economic activity may become so diversified as to 
make the export base less significant. This question 
will be dealt with in the next section. 


. 36 For further discussion of this subject see Vin- 
mg, op. cit. 

37 The concept of nodes is one that has been ex¬ 
tensively used by geographers. The term refers to 
siies t ^ lat h av e strategic transfer advantages in 
reference to procurement and distribution costs 
and therefore become processing centers. Such ad¬ 
vantageous^ points are limited in number and tend 
to develop into major metropolitan areas. For fur¬ 
ther discussion of nodes see Hoover, The Location of 
Economic Activity , pp. 119-30. 

38 For a summary of recent developments in this 

area see Walter Isard, “Current Development in 
Regional Analysis,” Weltwirtschaflliches Archiv 
LXIX (September, 1952), 81-91. ’ 

. 33 An excellent summary of the German con¬ 
tributions is contained in Isard’s “The General 


I 
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stages do not fit the American develop¬ 
ment, the pattern of American urbaniza¬ 
tion likewise differs in many respects 
from the German models. However, it is 
beyond the scope of this article to ex¬ 
plore the whole question of urbanization 
and the export base. We may note in 
passing the observations of August Losch 
that in such areas as Iowa, with a rather 
even distribution of production of agri¬ 
cultural staples, the distances between 
towns increase with their size. 40 In con¬ 
trast, cities in the English coal districts 
are the same distance from each other 
irrespective of size. 41 

While discussion of the spatial distri¬ 
bution of urban areas would take us too 
far afield, the role of the export base in 
shaping the growth of nodal centers de¬ 
serves some attention. Nodes grow up 
because of special locational advantages 
that lower the transfer and processing 
costs of exportable commodities. Nodal 
centers become trading centers through 
which exports leave the region and im¬ 
ports enter for distribution throughout 
the area. Here special facilities develop 
to implement the production and distri¬ 
bution of the staples. Subsidiary indus¬ 
tries to service the export industry, as 
well as specialized banking, brokerage, 
wholesaling, and other business services, 
concentrate in these centers and act to 
improve the cost position of the export. 42 

The character of the labor force will be 
fundamentally influenced by the export 
industries. The types of skills required, 

Theory of Location and Space Economy,” Quarterly 
Journal of Economics , LXITI (November, 1949), 
476-506. 

40 Losch, op. cit., p. 75. In this article Losch 
advances an interesting theoretical model of spatial 
location. 

41 Ibid., p. 75. A summary of the development of 
concepts of spatial organization may be found in 
Isard’s “Distance Inputs and the Space Economy,” 
op. cit. 


the seasonality and stability of employ¬ 
ment, and the conditions of work will 
shape the social attitudes of the working 
force. 

As already noted, the political atti¬ 
tudes of the region will be largely di¬ 
rected toward improving the position of 
its export base. The extent of such activ¬ 
ity is too well known historically and too 
obvious in the contemporary American 
political scene to require extended discus¬ 
sion. 

V 

Previous sections of this paper have 
examined the significance of the export 
base for a region’s economy. I have tried 
to indicate the primary role that such ex¬ 
ports have played historically, but I have 
not yet touched on the critical question 
of the causes of the growth of a region. 
It is evident that this growth is closely 
tied to the success of its exports and may 
take place either as a result of the im¬ 
proved position of existing exports rela¬ 
tive to competing areas or as a result of 
the development of new exports. How¬ 
ever, a major question that must first be 
examined is whether a region must indus¬ 
trialize if it is to continue to grow. Such 
a necessity has been a major tenet of the 
theory of regional economic growth. 
Moreover, industrialization has been re¬ 
garded as a difficult stage to achieve, so 
that it is the source of problems of ar¬ 
rested regional development. Hoover and 
Fisher stress three factors that make this 
transition difficult: (1) the need for 
greatly improved transportation facili¬ 
ties, which call for large-scale capital in- 

^ These specialized facilities provide economies 
in addition to the general economies of urban con¬ 
centration resulting from such things as fire and 
police protection, lower utility rates, and a special¬ 
ized labor force. For further discussion of these 
aspects of urban concentration see Ohlin op cit 
pp. 203-4. *’ 
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and (3) the fact that industrial terfLu “ ay be misleadin g 


and (3) the fact that industrial technol¬ 
ogy is novel to an agricultural region. 43 If 
these statements are correct, then the im¬ 
plications for our analysis are clear. At 
some point regions must shift from an 
extractive to an industrial export base, 
and this shift will be fraught with diffi¬ 
culties. However, the contention that re¬ 
gions must industrialize in order to con¬ 
tinue to grow, as well as the contention 
that the development of secondary and 
tertiary industry is somehow difficult to 
achieve, are both based on some funda¬ 
mental misconceptions. 

mi * 
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based upon the notion that, with in¬ 
creased population and diminishing re¬ 
turns in extractive industry, the shift to 
manufacturing is the only way to main- 
tarn sustained growth (measured in 
terms of increasing per capita income). 
This argument has been buttressed by 
evidence such as that gathered by Dr. 
Louis Bean correlating per capita income 
with percentage of the labor force en¬ 
gaged in primary, secondary, and ter¬ 
tiary occupations by states for 1939.« 
Beanes figures purport to demonstrate 
that increased industrialization leads to 


_ ~ --V xj.j.i.ox^CLU.111^ 

and dangerous. 

We may note first of ah that his cor¬ 
relation is not very impressive. There 
were eleven states in which the percent¬ 
age of the labor force in primary occupa¬ 
tions was above the national average 
whose per capita income either exceeded 
the national average or was close enough 
to the average so that annual variations 
could well place it on one side or the 
other. Indeed, had the correlation been 
made for postwar years, it would have 
been substantially different. 46 

Furthermore, money-income data sig- 
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the farmer, 47 because of the great variety 
of goods and services produced on the 
farm that require cash payment in the 
city. 48 

However, the real source of error has 
resulted from a basic misunderstanding 
of the nature of the economy. A state 
whose export base consists mostly of 
agricultural products may have a low 
percentage of its labor force in primary 
activity and a high percentage in tertiary 
occupations and yet be basically depend¬ 
ent upon agriculture for the high per 
capita income it enjoys. It is the agricul- 


higher per capita income, and he goes so “ P1 | a mcome 11 enjoys. It is the agricul- 
far as to say that “a 10-point [per cent] •^ export sta P les that provide the high 
increase in industrial progress in the east mcome that enables the state to support 
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increase in industrial progress in the east 
and south . . . apparently tends to add 
$100 to $150 (1939 prices) per capita and 
in the western states substantially 
more.” 46 In fact, Bean’s statistics do not 

.” op. cit., p. 182. Hoover and Fisher go on to 
point out that “further difficulty arises from the 

Tart that urhar, --• • t 


point out that further difficulty arises from the . lhere is also evidence to indicate tl 
fact that when a non-industrial region reaches a mcoines are disportionately understated, 
limit of growth it is likelv to retrn<yrf>cc ** 48 n* _ ^ , _ 


a substantial level of services. In such a 
case both the secondary and the tertiary 
activities are “residentiary” and can sur- 

33 See “State Income Payments in 1950,” Survey 
of Current Business , August, 1951, p. 18. 

. 47 ^ ere is a lso evidence to indicate that money 

inrnm« a to. _ .... J 


i* .. £ icacnes a 

f fc°7s th 11 13 llkely t0 retro S r ess or decay’’ 
(tota., p. 184). J 

44 Studies in Income and Wealth , VIII (New 
1946) : 128-29 nal BureaU ° f Economic Research, 

45 Ibid., p. 137. 


48 See Margaret Reid, “Distribution of Non- 
rfLyT 6 ” Studies in Income and Wealth, 
Vol. XIII (New York: National Bureau of Economic 
Research, 1951). See also Jacob Viner, International 
trade and Economic Development (Glencoe, Ill.: Free 
Press, 1952), pp. 63-73. Professor Viner provides a 
number of trenchant criticisms of Bean’s argument. 
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vive only because of the success of the 
basic agricultural export staples. In 
short, a percentage shift in such a state 
from primary to secondary and tertiary 
employment does not necessarily reflect a 
shift away from dependence on agricul¬ 
ture to dependence on manufacturing 
and services. Instead, it may reflect the 
simple fact that farmers are receiving 
high incomes for their staple crops and 
therefore buy more goods and services 
from residentiary industry. 

This brings us to the related question 
of the difficulty of industrialization. The 
implication of the preceding paragraph 
is that a substantial amount of secondary 
industry of the residentiary variety will 
develop automatically as a result of high 
incomes received from the exportable 
commodities. Nor is this the only kind of 
manufacturing that can be expected to 
develop. We may distinguish four differ¬ 
ent kinds of manufacturing that will de¬ 
velop: 49 

1. Materials-oriented industries which, 
because of marked transfer advantages 
of the manufactured product over the 
raw material, locate at the source of the 
latter. Among the industries in this cate¬ 
gory are sugar-beet refining, flour-mill¬ 
ing, 50 and lumbering. 51 Such industries 
may develop further stages of vertical 
integration until transfer cost advan¬ 
tages become equalized. Such industry is 
typically part of the export base. 

2. Service industries to the export in¬ 
dustry. Foundries and establishments 
that make machine tools, specialized 

49 This classification is similar to that of E. J. 
Cohn, Jr., in Industry in the Pacific Northwest and 
the Location Theory (New York: Columbia Univer¬ 
sity Press, 1954), pp. 42-44. 

60 However, milling-in-transit privileges may 
modify this materials orientation. 

61 See National Resources Planning Board, op. 
cit ., chap, vi, for a further account of such industries. 


agricultural implements, and logging and 
lumbering equipment are illustrations. 

3. Residentiary industry producing 
for local consumption. 

4. Footloose industries, where trans¬ 
fer costs are not of significant importance 
in location. A great many such industries 
develop purely by chance in some loca¬ 
tion. 52 

While footloose industries have typi¬ 
cally developed by chance, the other 
three types of secondary activity develop 
naturally because of locational advan¬ 
tages in a society responsive to profit- 
maximizing stimuli. There is nothing dif¬ 
ficult about the development of such in¬ 
dustries. The difficulties arise when pro¬ 
moters seek to develop in a region indus¬ 
tries which simply are unsuited for the 
area and which can therefore only be 
maintained under hothouse conditions. 53 

The argument may be advanced that 
the kinds of industry described above do 
not constitute industrialization. How 
much and what kind of secondary indus¬ 
try must a region possess to be termed 
“industrialized”? By 1950 census clas¬ 
sification, the state of Oregon had almost 

62 For further discussion of such industries see 
National Resources Committee, The Structure of the 
American Economy , Part I: Basic Characteristics 
(Washington, D.C.: Government Printing Office, 
1939), p. 36. 

63 This does not mean that there is no room for 
appropriate public policy that may create the 
social overhead benefits that will make certain 
industries feasible. I can do no better here than to 
quote Viner: “There are no inherent advantages of 
manufacturing over agriculture, or, for that matter, 
of agriculture over manufacturing. It is only arbi¬ 
trarily in fact that the line separating the two can 
be drawn. The choice between expansion of agri¬ 
culture and expansion of manufactures can, for the 
most part, be left to the free decisions of capitalists, 
entrepreneurs and workers. To the extent that there 
is need for government decision, it should be made 
on rational grounds, in the light of considerations of 
costs and comparative returns from alternative allo¬ 
cation of scarce national resources, human and 
material” {op. cit. } p. 72). 
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24 per cent of its labor force in manufac¬ 
turing, which was only slightly under the 
United States average (25.9 per cent) and 
exceeded the United States average in 
durable goods (16.7 per cent as compared 
with the national average of 13.8 per 
cent). It was well ahead of the neighbor¬ 
ing states of Washington and California, 
despite the fact that these two states had 
a variety of manufacturing industries, in 
contrast to Oregon’s specialized depend¬ 
ence on the Douglas fir lumber industry. 
Is such a state industrialized? Implicit in 
the concept appears to be the notion that 
industrialization is somehow tied up 
with steel and the capital goods indus¬ 
tries. However, historically, the location¬ 
al pull of coal and iron ore has shaped the 
development of the steel-producing cen¬ 
ters, which in turn have attracted and 
concentrated heavy industry. 54 While lo¬ 
cational influences in the steel industry 
have been changing significantly in the 
last half-century with the growing impor¬ 
tance of scrap and the changing composi¬ 
tion of inputs, 55 nevertheless, the possible 
areas for the development of efficient 
large-scale steel production 56 and, there¬ 
fore, capital goods industry are severely 
circumscribed. A more useful concept of 
industrialization for our purposes is a 
region whose export base consists pri¬ 
marily of finished consumers’ goods 
and/or finished manufactured producers’ 
goods. 

We may summarize the argument up 
to this point as follows: (1) There is no 

“ National Resources Planning Board, op. cit., 

p. 162. ’ 

56 Walter Isard, “Some Locational Factors in 
the Iron and Steel Industry since the Early Nine¬ 
teenth Century,” Journal of Political Economy LVI 
(1948), 213-17. * 

56 The extensive utilization of scrap makes pos¬ 
sible small-scale steel production as a residentiary 
industry wherever the local market achieves suffi¬ 
cient size. 


reason why all regions must industrialize 
in order to continue to grow. (2) A great 
deal of secondary (and tertiary) industry 
will develop automatically either because 
°f_ locational advantages of materials- 
oriented industry or as a passive reflec¬ 
tion of growing income in the region re¬ 
sulting from the success of its exportable 
commodities. (3) The concept of indus¬ 
trialization is an ambiguous one that 
needs further clarification if it is to be 
useful. 

Since the growth of a region is tied to 
the success of its export base, we must 
examine in more detail the reasons for 
the growth, decline, and change in the 
export base. Clearly, the decline of one 
exportable commodity must be accom¬ 
panied by the growth of others, or a re¬ 
gion will be left “stranded.” 57 Among the 
major reasons 58 for the decline of an ex¬ 
isting exportable commodity have been 
changes in demand outside the region, 59 
exhaustion of a natural resource, 60 in¬ 
creasing costs of land or labor relative to 
those of a competing region, 61 and tech¬ 
nological changes that changed the rela¬ 
tive composition of inputs. 62 A histori¬ 
cally important reason for the growth of 
new exports has been major develop¬ 
ments in transport (in contrast with mere 
cost-reducing improvements in trans¬ 
port, which may reinforce dependence on 
existing exports). Such developments 

57 The cut-over region in the Great Lakes area is 
a case in point. 

For further discussion on shifting industry see 
National Resources Planning Board, ob cit 
pp. 92-104. ’ ’ 

69 Such as the decline in the demand for beaver 
hats, which affected the fur trade. 

60 Exemplified by the Great Lakes lumber 
industry. 

81 The most famous example is the decline in the 
New England cotton textile industry. 

82 Such as the case of steel cited above. 
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have often enabled a region to compete 
with other regions in the production of 
goods that were previously economically 
unfeasible because of the high transfer 
costs. 63 Growth in income and demand 
in other regions 64 and technological de¬ 
velopments 65 have also been important. 
The role of the state and federal govern¬ 
ment in creating social overhead benefits 
has created new exports in many re¬ 
gions, 66 and the significance of war in 
promoting industries that may either 
continue or leave a residue of capital in¬ 
vestment for peacetime use has also been 
important. 

A region may expand as a result of in¬ 
creased demand for its existing export¬ 
able commodities, whether due to an in¬ 
crease in the income of the market area 
or to a change in taste. An improvement 
in the processing- or transfer-cost posi¬ 
tion of the region’s staples vis-a-vis com¬ 
peting regions will likewise promote 
growth. 

Historically, in a young region, the 
creation of a new export or the expansion 
of an existing export has resulted in the 
influx of capital investment both in the 
export industry and in all the kinds of 
passive and supporting economic activ¬ 
ity described above. Meier has described 
this process for the Canadian economy in 
the first decade of the twentieth century, 
when increased world demand for wheat 
not only led to an expansion of ware- 

83 The whole history of canal and railroad de¬ 
velopment contains innumerable illustrations of such 
developments (see Isard, “Transportation Develop¬ 
ment and Building Cycles,” op. cit.). 

84 The growth in demand for wheat in England 
and on the European continent in the last half of 
the nineteenth century is a famous example. 

“The development of the petroleum industry 
is a typical illustration. 

86 The development of hydroelectric power in the 
Pacific Northwest and the resultant development of 
the aluminum industry is an example. 


housing, transport, public utilities, and 
construction in the Prairie Provinces, but 
also, by increasing income, augmented 
demand for secondary products and 
thereby induced investment in a host of 
other industries. 67 As a result the growth 
of a region will, in all likelihood, be 
uneven, coming in spurts of increased 
investment rather than proceeding at an 
even pace. 

Increased capital investment in the ex¬ 
port industry will go toward achieving 
optimum size of the enterprise, increased 
mechanization of the processes, and fur¬ 
ther development of the specialized serv¬ 
ices to the export. The source of capital 
will play an important part in the re¬ 
gion’s growth. Typically, the capital in 
young regions comes from outside. Prof¬ 
its (and some other nonwage income) 
flow out of the region. To the extent that 
the export base is profitable, a part of 
this income will be reinvested in the ex¬ 
pansion of this base. 

With the growth of population and in¬ 
come, indigenous savings will increase. 
Both indigenous savings and the rein¬ 
vested capital can pour back into the ex¬ 
port industries only up to a point, and 
then the accumulated capital will tend to 
overflow into other activity. As described 
above, some will go into residentiary in¬ 
dustry and industries subsidiary to the 
export; but it is also very likely that some 
will go into locationally “footloose” in¬ 
dustries, which may start out to serve 
only the region, but which can expand 
into export industries. 

87 G. M. Meier, “Economic Development and 
the Transfer Mechanism,” Canadian Journal of 
Economics and Political Science, XIX (February, 
1953), 1-19. M. C. Daly has attempted to work 
out a geographic multiplier between “localized” 
and “non-localized” industry, using data for 
Britain for the years 1921-31 (“An Approximation 
to a Geographic Multiplier,” Economic Journal, L 
[June-September, 1940]), 248-58. See also Hilde¬ 
brand and Mace, op. cit. 



LOCATION THEORY AND ECONOMIC GROWTH 


253 


At this point a region is no longer 
young. The social overhead benefits that 
have been created through political pres¬ 
sure or as a part of the pattern of urban 
development and the development of a 
trained labor force and indigenous capi¬ 
tal make it far easier to develop new ex¬ 
ports. Whether such industries were 
originally residentiary and, by gradually 
overcoming transfer-cost disadvantages, 
became export industries, or were origi¬ 
nally footloose industries not significant¬ 
ly affected by transfer costs, the result is 
to broaden the export base. As such a 
region matures, the staple base will be¬ 
come less distinguishable, since its pro¬ 
duction will be so varied. 

We may expect, therefore, that the dif¬ 
ferences between regions will become less 
marked, that secondary industry will 
tend to be more equalized, and indeed in 
economic terms that regionalism will 
tend to disappear. 

VI 

The purpose of this paper has been to 
re-examine location theory and the the¬ 
ory of regional economic growth in the 
light of the historical development of re¬ 
gions in America and to advance some 
propositions that may lead to a new the¬ 
ory of regional economic growth. 

It has been argued that the stages out¬ 
lined in the theory of regional economic 
growth bear little relationship to the 
character of American development and 
more specifically do not focus on the cru¬ 
cial elements that will enable us to un¬ 
derstand that growth. Furthermore, the 
traditional theory has policy implica¬ 
tions that may be fundamentally in er¬ 
ror. 

The first stage of subsistence has been 
relatively unimportant, and, to the ex¬ 
tent that it existed at all, it was because 


means of transport were lacking rather 
than because of a nonmarket orientation. 
In Europe a subsistence or a village econ¬ 
omy with local markets was built into the 
social and economic structure for cen¬ 
turies. In America subsistence was only a 
frontier condition to be overcome as rap¬ 
idly as means of transport could be built. 

The second stage of the theory is based 
on a gradual widening of the market area 
with improved transport and the devel¬ 
opment of a second stratum to service the 
basic agricultural stratum. Far from 
moving through such a gradual progres¬ 
sion American regions, as soon as any 
transport permitted, developed goods for 
export often to markets thousands of 
miles away. The early town centers were 
located not only so as to service the agri¬ 
cultural stratum but so as to implement 
the export of the region’s staples. The 
prosperity of the region depended on its 
success in competing with other areas 
producing the same staple exports. 
Therefore, the region’s economic and po¬ 
litical efforts were oriented toward the 
reduction of processing and transfer 
costs. The struggle for internal improve¬ 
ments by the West, the agrarian pressure 
for inflation and cheaper credit, and the 
campaign for free coinage of silver were 
fundamentally economic movements. 
Their objectives included increasing the 
supply of capital, eliminating real or 
fancied transport discrimination, reduc¬ 
ing interest rates, and improving the 
market for silver, however much they 
may also have been concerned with so¬ 
cial justice. 

The third stage of regional growth has 
been described as the gradual shift from 
extensive to intensive farming. While it 
is true that rising land values promoted 
such a shift, there were many other rea¬ 
sons for a shift in the staple base. New 
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means of transport, changing demand, 
new technological developments, chang¬ 
ing cost relationships vis-a-vis competing 
regions, government subsidization of so¬ 
cial overhead benefits, and war have all 
been important. 

The shift from an agricultural to an 
industrial base has been looked upon as 
the difficult, but indispensable, step for 
sustained economic growth. It is a major 
argument of this paper that such a step 
may be neither necessary nor desirable 
and that the evidence customarily ad¬ 
vanced to support this argument proves 
nothing of the sort. There is nothing to 
prevent population and per capita in¬ 
come from growing in a region whose ex¬ 
port base is agricultural. Moreover, there 
is nothing difficult about developing sec¬ 
ondary and tertiary industry in such a 
region. Indeed, it will develop automati¬ 
cally, often to such an extent that analy¬ 
sis of the region in terms of distribution 
of employment will lead to the conclusion 
that it is an industrial region. 

The final stage has typically been con¬ 
ceived to be the mature regional econ¬ 
omy exporting capital, skills, and spe¬ 
cialized services to less-well-developed 
regions. While this may be true for some 
regions, it is unlikely to be a final stage 
for all. Indeed, one would presume that 
some sort of balanced relationship would 
emerge among regions as transfer costs 
become less significant and income dif¬ 
ferentials tend to be ironed out by long- 
run factor mobility. 

The major propositions that emerge 
from this paper are: 

I 1. For economists’ purposes the con¬ 
cept of a region should be redefined to 
point out that the unifying cohesion to a 
region, over and beyond geographic simi¬ 
larities, is its development around a com¬ 
mon export base. It is this that makes it 


economically unified and ties the for¬ 
tunes of the area together. This tends to 
result in the interdependent development 
within the region of external economies 
and unified political efforts for govern¬ 
ment assistance or political reform. The 
geographer has emphasized the distribu¬ 
tive functions of the nodal centers of a 
region, but the role of the nodal center in 
providing external economies for the ex¬ 
port industries has been equally impor¬ 
tant. 

2. The success of the export base has 
been the determining factor in the rate of 
growth of regions. Therefore, in order to 
understand this growth, we must ex¬ 
amine the locational factors that have 
enabled the staples to develop. 

; 3. The importance of the export base 
is a result of its primary role in determin¬ 
ing the level of absolute and per capita 
income in a region, and therefore in de¬ 
termining the amount of residentiary 
secondary and tertiaiy activity that will 
develop. The export base has also sig¬ 
nificantly influenced the character of 
subsidiary industry, the distribution of 
population and pattern of urbanization, 
the character of the labor force, the so¬ 
cial and political attitudes of the region, 
fid its sensitivity to fluctuations of in- 
come and employment, 
j 4. In a young region dependence on 
sjtaples is reinforced by the concerted ef¬ 
forts of the region’s residents to reduce 
processing and transfer costs through 
technological research, and state and 
federal government subsidization of so¬ 
cial overhead benefits, as well as the 
tendency for outside suppliers of capital 
to reinvest in the existing staple base. 

5. Some regions, because of locational 
advantages, have developed an export 
base of manufactured products, but this 
is not a necessary stage for the sustained 
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gro wth of a ll regions. A great deal of sec¬ 
ondary and tertiary industry will result 
from the success of the export base. This 
residentiary industry will, in all likeli¬ 
hood, provide for widening the export 
base as a region develops. 

6. The growth of regions has tended 
to be uneven. A given increase in demand 
for the region’s exports (or a significant 
reduction in processing or transfer costs) 
has resulted in a multiple effect on the 
region, inducing increased investment 
not only in the export industry but in all 
other kinds of economic activity as well. 


7. As a region’s income grows, in¬ 
digenous savings will tend to spill over 
into new kinds of activities. At first, these 
activities satisfy local demand, but ulti¬ 
mately some of them will become export 
industries. This movement is reinforced 
by the tendency for transfer costs to be¬ 
come less significant. As a result, the ex¬ 
port bases of regions tend to become 
more diversified, and they tend to lose 
their identity as regions. Ultimately, we 
may expect with long-run factor mobility 
more equalization of per capita income 
and a wider dispersion of production. 




13. Exports and Regional 
Economic Growth* 

Charles M. Tiebout 


I 

T he theory of the regional economic base 
has been bobbing around in the litera¬ 
ture, implicitly and explicitly, for some 
time. 1 Its latest appearance comes as an ex¬ 
planatory factor in regional economic 
growth. In his recent article Douglass C. 
North has suggested that the theory of re¬ 
gional development which sees the region as 
passing through various stages—primary, 
secondary, and tertiary—is not adequate. 2 
As a substitute, North maintains that a re¬ 
gion’s growth “is closely tied to the success 
of its exports and may take place either as 
a result of the improved position of existing 
exports relative to competing areas or as a 
result of the development of new exports.” 3 
He further points out that it is necessary to 
look into location theory to explain changes 
in the export base. The point involved is 
that the concept of the export base in re¬ 
gional analysis is called on as the major 
autonomous variable determining the level 
of regional income. 

The concept of the economic base has 
been developed largely in the works of city 
planners and other researchers interested in 
urban problems. 4 As such—and this is nei¬ 
ther slur nor praise—no attempt has been 
made to relate this concept to the general 
theory of income determination as used in 

1 See Richard B. Andrews, “The Mechanics of 
the Urban Economic Base,” Land Economics, 
Vol. XXIX (1953), No. 3 (continuing series). For a 
more explicit statement see George Hildebrand and 
Arthur Mace, Jr., “The Employment Multiplier 
in an Expanding Industrial Market: Los Angeles 
County, 1940-47,” Review of Economics and Sta¬ 
tistics, XXXn, No. 3 (August, 1950), 241-49. 

* ‘^Location Theory and Regional Economic 
Growth,” Journal of Political Economy , LXIII 
(June, 1955), 243-58. 

9 Ibid., p. 251. 


national income analysis. 5 This failure and 
the continual identification of the exports of 
a region with the autonomous variable de¬ 
termining income have led to some errone¬ 
ous conclusions about regional income and 
regional development. The purpose of this 
note is, first, to show how the export-base 
concept fits within the more general theory 
of income determination and, second, using 
this setting as a frame of reference, to point 
out some implications for the theory of re¬ 
gional growth. 

n 

It is useful to begin by presenting a sim¬ 
plified version of the concept of the export 
base. The economic activities of a region are 
divided into those which produce for the ex¬ 
port market and those which produce for the 
local market. In defining exports allowance 
is made for such items as the earnings of 
commuters, capital flows, government trans¬ 
fers, and linked industries. Given these basic 
or export activities, the level of non-basic or 
residentiary activities follows. The ratio be¬ 
tween export activities and residentiary ac¬ 
tivities, measured in income or employment, 
is then used as a multiplier. For example, a 
one-to-one ratio would mean that an in¬ 
crease in exports will cause an equal increase 
in residentiary activities. Whether or not 
this function is constant at all levels of in- 

4 See Richard Andrews, “The Mechanics of the 
Urban Economic Base: Historical Development of 
the Base Concept,” Land Economics, XXIX 
(August,, 1953), 1,01—67; and Homer Hoyt, “Homer 
Hoyt on the Concept of the Economic Base,” 
Land Economics , XXX (May, 1954), 182-86. 

6 It is interesting to note that the work of Hilde¬ 
brand and Mace (op. cit .), which deals with an 
employment multiplier, is rarely mentioned in dis¬ 
cussions of the economic base. North’s article is a 
notable exception. 


* Reprinted from the Journal of Political Economy, Vol. 64 (April 1956). 
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the importance of exports must keep this in 
mind. 

° f our kabUit y t0 construct an 
ideal region, the selection of regional 
boundaries rests on other criteria. Usually, 
the regional boundaries are suggested by the’ 
variables one chooses to study. Non-eco- 
nomic considerations, such as the availabili¬ 
ty of data and the location of political divi¬ 
sions, may, of course, be the basis for the 
demarcation of a region. The important 
point is not which boundaries are chosen but 
the effects of this choice on the variables 
under study. If the researcher is aware at 
least of the direction of changes in the vari¬ 
ables as a function of regional boundaries 
the question of boundaries is of less impor¬ 
tance. For example, increased regional size 
with more internal trade, implies that the 
quantitative importance of exports de- 
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creases. 

Perhaps the most surprising feature of the 
concept of the export base of a region is that 
no one, to my knowledge, has attempted to 
integrate this concept into the traditional 
foreign-trade multiplier analysis. The works 
of Metzler, Machlup, and Stolper are con¬ 
spicuous by their omission from the discus¬ 
sions . 11 Usually the economic base of a region 
of any size from an urban area up to several 
states is merely assumed to be exports. Im¬ 
plicitly, no foreign-trade multiplier feed¬ 
back is assumed. This is probably valid for 
smaller areas, but for larger areas the feed¬ 
back can be an important factor. An ex¬ 
ample may illustrate this point. 

Consider the exports of New F.ngl^W 
Like those of any other region, its exports 
compete with products from elsewhere. 
Thus one expects and finds that export re¬ 
ceipts fall off as a function of distance . 12 
Few of the region’s exports enjoy a world¬ 
wide market. The New York area would be 

... . Lloyd A. Metzler, ‘Underemployment Eaui- 

Nconometrica, X 

CApnl, 1942) 97-112; Fritz Machlup, International 
f ani ttle National Income Multiplier (Phila- 
^ v„, BIakiSt t °“ C0 -’ 1943): WoKgang Stolper, 
The Volume of Foreign Trade and the Level of 
Income, Quarterly Journal of Economics, LXI 
(February, 1947), 285-310. 


expected to absorb a much higher percent- 
age of New England’s exports than would a 
market of equal size in the Far West. Con- 
versely, the New England area would tend 
to absorb a greater percentage of New 

mmket eXp ° rtS than would a more remote 

Contrast this situation with that of a mill 
town. Here the exports may be considered 
as going off into some distant space. The in¬ 
come of tiie mill town will be affected by the 
mcome of its market, but the income of the 
market wiU not be affected by the income of 

11118 merely P kces ^ mill 
“ the competitive 
wheat farmer who is too small to affect the 
market but is affected by it. In this case 
r 1 " ii. no foreign-trade multiplier feed¬ 
back. This is not true in the regional case 
and one is left in the uncomfortable position 
of having exports in part a function of do¬ 
mestic income. Thus in the short run it ap¬ 
pears that the determination of regional im 
come depends only in part on the region’s 
exports. The larger the region under consid- 

Otoer^ u, SmalIe f the roIe of exports. 
Otiierwanables in the structural equations 

must be considered if income stability is to 
be more fully understood. * 

HI 

f export base, or even the 

,° n f e P t of regional mcome determina¬ 
tion which includes other autonomous vari¬ 
ables, is a short-run concept. As such it may 
be fairly accurate. Our knowledge of con¬ 
sumer behavior and the relative ease of 
entiy into residentiary activities, such as 
baking and retailing, indicate that this may 
8 * faur] y sa fe assumption, at least for small 

S thk relati °nship to the 
question of regional development, however 
can be dangerous. > 

Before we consider the question of the 
export base in regional development, one 
issue should be cleared up. It involves a dif- 
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ference between regional growth and eco¬ 
nomic development in general. Suppose that 
we assume that general economic develop¬ 
ment means raising the per capita income of 
some area, say North America. Further let 
us define regional growth as the rate of 
change of per capita income in some 
segment of this totality, say Canada. It is 
pertinent to ask whether these should be 
considered as presenting the same sort of 
problem. If we imagine that the continent 
had developed without Western influence 
but assuming capitalism, some process of 
primary, secondary, and tertiary evolution 
jkp ex P ec ted to have taken place just 
as it did, in general, in the development of 
Europe. True, some areas might have spe¬ 
cialized m agricultural activities; but if the 
concept of regional balance means any thine 
specialized areas of manufactures would be 
expected. If some island economy, unknown 
to the rest of the world, were studied as a 
case of economic development, the stage 
concept might be quite valid. 

This sort of analysis should not be called 
on, however, to deal with questions of re¬ 
gional economic growth, which presents a 
different sort of problem. If a new peninsula 
were formed off the New Jersey coast it 
would provide an ideal setting for studying 
regional economic growth. In this case there 
is no reason to expect the peninsula area to 
pass from the primary-subsistence to the 
secondary-tertiary stage as real incomes in¬ 
crease. If, as North points out, the region ; 
can develop an export base, it may develop < 
m a variety of forms. It could become a 1 
center for truck gardens (primaiy); a cite for t 
manufacturing (secondary); or a vacation 1 
a fea (tertiary). Note that this does not im- c 
ply that it will develop even if it seems to r 
have an export base, for reasons to be dis¬ 
cussed later. The important point about the 
New Jersey example is that we are dealing f 
with a region in the neighborhood of more £ 
advanced areas. The degree of specialization ir 
and of exporting will depend on the market. a 
The higher the incomes in the neighboring a 
areas, given the propensity to import, the th 
higher the volume of their imports, that is, ea 
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- the exports of the peninsula. The volume of 
exports and, in turn, internal growth will 

- depend not only on the factor endowment 
t but also on the mcome of the surrounding 
t area It is useful to keep this distinction in 

mind when contrasting regional economic 
growth with economic development in 
general. 13 

id ea that essentially the export base is 
the necessary and sufficient condition for re¬ 
gional economic growth may be, by defini¬ 
tion, a true statement. Given the transport 
network, the size and location of markets, 
and factor endowments, it appears that a 
region will develop if it can compete with 
other regions in the export market. This 
implies an ability to produce at lower cost. 
With factor mobility, growth will take place 
only if the return to the factors is equal to 
or greater than, the return to the same fac¬ 
tors m other regions. If this is what is meant 
by the ability to develop an export base, it 
is correct by definition, but it does not un¬ 
cover enough to predict growth. Ability to 
find an export base depends not only on the 
value of the units of output but on the cost 
of the inputs. These costs cannot be as¬ 
sumed to be equal for all regions. Yet, if 
residentiary activities are assumed to be 
endogenous and are not considered as a 
factor in regional growth, the analysis will 
implicitly assume that all unit factor costs 
are equal among regions. Put another way 
it is possible to define the necessary condi¬ 
tion for regional economic growth as the 
creation of an export base. But location 
theory, which is called on to explain its crea¬ 
tion, will work only if factor costs are 
known. The determination of factor costs 
depends in part on the nature of the region’s 
residentiary activities. 


^ evel °P men t of the Pacific Northwest 
and the Canadian development cited by North 
(op. at., p. 246-47) may be analogous to the New 
Jersey example. Both occurred after the process of 
industrialization was under way. In contrast to this 
case, the position of the earliest colonies typifies the 
case of general economic development. Of course 
this is a matter of degree and should not be taken as 
a statement that exports were unimportant to the 
early colonies. 
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An example may serve to illustrate this 
point. Going back to our hypothetical New 
Jersey peninsula, assume that a coal deposit 
is found some two hundred miles out on the 
peninsula. Will it be mined to compete in 
the New York market with Pennsylvania 
coal? Make one further assumption about 
the region. Assume that the rest of the area 
is all sand and marshland. If workers are to 
mine this newly found deposit, they must 
eat, and hence there must be imports. If the 
cost of these imports is high enough, no coal 
will be mined, and no export base will de¬ 
velop. 

Contrast this with a situation in which 
the peninsula is rolling, fertile countiyside. 
Truck gardening and dairy farming can de¬ 
velop. Some imports will still flow in, but 
some local needs—vegetables and milk— 
■will be supplied locally, that is, supplied by 
residentiary activities. Under these condi¬ 
tions coal may be mined because of the 
lower cost of production, in this example 
lower dollar wages. 14 

Again, formally speaking, it is the ability 
to develop an export base which determines 
regional growth. Yet in terms of causation, 
the nature of the residentiary industries will 
be a key factor in any possible development. 
Without the ability to develop residentiary 
activities, the cost of development of export 
activities will be prohibitive. 

The objection may be raised that this is 
a special case. No claim is made for general 
validity. However, if one seeks to explain 
the failure of certain parts of Alaska or 
Canada to develop, this consideration may 
uncover a more complete picture. Further 
it is well known that cities usually develop' 
in locations that are surrounded by good 
lands and not in the middle of less fertile 
areas. 


However, the idea of the export base is 
more useful when applied to certain areas 
such as satellite cities in the suburban 
fringe. Here low transport costs and prox¬ 
imity to markets insure that, even if residen¬ 
tiary activities do not develop fully, their 
outputs can be imported from near-by 
areas. The larger the region under considera¬ 
tion, the less safe the assumption. 

A final point is in order concerning region¬ 
al growth and the ratio of export to residen¬ 
tiary activity. Given its population, bound¬ 
aries, transport network and costs, markets 
and factor endowment, a region must divide 
its energies between residentiary and export 
activities. If too little is devoted to one or 
the other, the economy will not be maxi- 
mizing per capita income. Supposedly there 
is some optimum division. If export activi¬ 
ties are relatively too large, it will pay to 
move resources into residentiary industries 
(witness the enviable position of the store¬ 
keeper during the gold rush), and the re¬ 
gion’s income will increase. Here we find an 
■example in which regional growth is possible 
with a reduction of exports. 

IV 


cases * e reaI of the coal miners 

Ttihe hi h S ! T e ’ b ;? t . ,n Ae case, because 

T g ? C ° St of J kvm «> d& Uar wages would be 
higher. In location theory it fa the dollar cost which 
determines location and development. 


This note has tried to show that the con¬ 
cept of the export base is merely one aspect 
of a general theory of short-run regional in¬ 
come determination. In the case of large re¬ 
gions, other variables may play as important 
a role as exports. Furthermore, the concept 
of the export base may be useful in describ¬ 
ing regional income growth, but this need 
not be considered the same problem as gen¬ 
eral economic development. As an explana¬ 
tory factor in regional growth, the idea of 
tke export base should not subsume the hev 
role of residentiary activities in determining 
meter costs of possible regional exports. 
-Finally, since a region must optimize the use 
of factors as between exports and residen¬ 
tiary outputs, a decline in export activity 
my even be accompanied by rising regional 
income. • 
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F otessor tiebout’s comment is a wel¬ 
come addition to the literature on 
regional economic growth. The role of the 
export base in regional development re¬ 
quires further analysis, and Tiebout has 
raised some important questions that merit 
discussion. 

The bulk of his criticism of the role of 
the export base in regional growth hinges 
on one critical point at issue between us 
His is a short-run analysis, in which the ex¬ 
port base is conceived to be only one of a 
number of important factors in income de¬ 
termination. I have no quarrel with this 
position, but it has little relevance for my 
article, which was explicitly concerned 
with long-run economic growth. Short- 
period income determination and long-run 
economic growth are not the same thing. In 
the former case the analysis is concerned 
with changes in the level of employment and 
the^ variables that will affect the rate of 
utilization of productive factors. In this 
case increased business investment will re¬ 
sult in expanded employment and income in 
periods of less than full employment. Such 
analysis, however, has little relevance for 
long-run economic growth, where the objec¬ 
tive is to determine the factors that will af¬ 
fect the decade-to-decade changes, in the < 
real ^ggre^te and per capita income of an ; 
area under conditions of full employment. \ 
In the latter case secular expansion comes ] 
about because of increased output per unit 1 
of resources or an increase in the supply of 1 
productive factors, or both. Historically, ’ 
this increase in labor and capital has come s 
about as a result of longt-run expansion of t 
the demand for productive factors within e 


the area. Not only has there been mobility 
of productive factors within the American 
economy, but also during a substantial 
period of our growth there has been inter¬ 
national mobility of capital and labor for 
the entire Atlantic economy. Therefore, 
while the study of short-run income deter¬ 
mination has been concerned with the rate 
of utilization of productive factors, the 
study of long-run growth has dealt with the 
determinants of changing efficiency and the 
immigration of labor and capital into an 
area. The variables used in income analysis 
are of limited use in the study of long-run 
growth. Indeed, the aggregates used tend to 
obscure rather than to illumine the factors 
generating secular expansion. An examina- 
tion of Tiebout’s major points will further 
clarify this distinction and highlight some 
important problems for further research 


.* u. ain j ndebted t0 colleagues Philip Cart- 
wnght and Donald Gordon for suggestions which 
have clarified some of the points at issue in this dis- 
cussion. 


Tiebout and I are in agreement that 
there is no “ideal” region. Since he concedes 
that the question of boundaries is of less 
importance if the researcher is aware of the 
significance of increased regional size, there 
is no apparent difference in our position. Yet 
one point requires emphasis. The usefulness 
of a region as an economic unit of analysis 
rests upon its specialization. It is this geo¬ 
graphic division of labor, with different areas 
having special factor endowments and 
transfer costs, which makes the concept of 
the region valuable in economic analysis. 
The region’s significance lies in its being a 
specialized part of the whole. If the size of 
the region is to be limited by its individual 
economic characteristics, then the concept 
of a geographically contiguous area held 
together by its development around a com¬ 
mon export base is a useful (though cer¬ 
tainly not the only) basis of classification. 
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It has the added advantage that, in terms 
of the long-run growth of different areas in 
Amenca, the export base has been influ¬ 
ential in shaping a good deal of the history 
of the region. 2 Surh * _ . 


CHARLES M. TIE BOUT 


II 


Given the region as defined, the role of 

B eXDOrt hflCA l-n _,1 



.— ucuueatea. liebout and I 

are in agreement that it is not the sole 
source of regional growth,* but we are in 
disagreement when he states that it may 
not even be the most important factor in 

regional expansion. ^ examination of the 

differential rates of growth of regions 

, K ? U ^. out America's development inevi- 
tabty focuses on the abiIity of areas tQ 

attract productive factors. Initially it was 
the n^h Iand and resources capable of 
^active goods in demand in 
easting markets which were the primary 
^tractions. At a later date, with changing 
factor combmations and technological d^ 
yelopments, it was frequently the oppor- 
tonties m manufacturing for the United 

law* m f ket Wl ! ich M t0 immigration of 
labor and capital mto a region. The im¬ 
portant point is that the pull of economic 
opportunity as a result of a comparative ad¬ 
vantage in producing goods and services in 
demand in existing markets was the princi- 

1116 differential rates of £°wth 

- r Smce msidentiary industry depends on 
mcome within the region, the expansion of 
such activity must have been induced by 
tte increased mcome of the region’s in¬ 
habitants. Therefore, increased investment 
m residentiary activity is primarily in¬ 
duced investment as a result of expanded 


income received from outside the region 
and, correspondingly, expanded employ¬ 
ment m locally oriented industry, trade and 
services primary reflects long-run changes 
m income received from the export base.* 
The qualifications to this argument require 
^animation m order that the significance of 
the export base m regional growth may be 
properly evaluated. 

1. Disproportionate federal government 
expenditures in a region (as compared with 
tax withdrawals) can serve and have servS 
as a cause of regional expansion. Not only 
may the character and amount of federal 
^pendrture in a region be expansive, but 
also investment m social overhead facilities 
m a new area may alter its competitive posi- 
tion with, other regions. P 

J‘S ati ° n f ° r ^-economic reasons 
may lead to expansion of residentiary activ- 
ity without any expansion of the export 
base Li a high-income society such asours 
°» ? leasant liv “S conditions- 
’ v USC Professor oilman’s 
*f™. bee n a force attracting immi- 
^ants (with capital) into California and 

SL a i reaS and lea< fing to an expansion of 
residentiary activities. 

flrtfin’? 6 r ® latlonshi P between residentiary 
activity and imports changes in the course 
of regional development. With the opening- 
* a * ew area - al most everything must 
nutially be imported. Gradually, residenti¬ 
ary activity increases until locational factors 

4 'T‘1_ i 


shap^ b t f e“^ter th o f r0le ° f W « 

given fa ™ of . a re 8 10n s economy is 

Economic Growth” 

LXUI (June, 1955), 249-5E f P ° Utlc(d Economy, 
n. 34 See ** qualificatiol i s “ my article, ibid., p. 250, 


Multiplier in an Expandfag lndul^l MaAeS 

h °l, T ^ e Employment Multiplier in Wichita” 

voi. AJUCVn, No. 9 [September 30 town 
strongly suggests that residentiary employment does 
^ t0 ? hort " run changes in empl^ment fa 
export industries but does reflect long-nuTmove- 
ments in export employment. 

r- “A New Force fa Regional 

™n7 knf r ° Ceedi ”J S ° itke Weste,n 4™ DZloit 

Cm -StatTi N ooofnb er 17, 1954 (Palo Alt£ 
Labf.. Stanford Research Institute, 1955). 
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effect a balance between imports and local¬ 
ly oriented economic activity at a given 
level of technology and transfer costs. Since 
techniques and transportation have under¬ 
gone radical changes over time, this rela- 
tionship has been subject to important 
changes. Moreover, as a region’s population 
and mcome grow, its regional market will 
become large enough to make it feasible to 
produce some goods and services locally 
which had previously been imported.* 

f l AO Hir _ • i 


exceptional in character, while the third 
though more important, is dearly not a 

a f^tOT thtt en n| nant ° f ST0Wtb but rather 
a factor that will exert some influence unon 

a region s rate of growth.’ Any aXl of 

the secular growth of a region must be nri 

^nly focused °n the success of its export' 

bSn to n f b ° UtS con tribution here has 
been to point out some of the factors that 
must be considered. 8 However, his discus- 
- income S- 


x-—uwu imponea. 0 aj nr) eh . ~ —ius aiscus- 

Clearly, therefore, residentiary activitv ^ ac tors in income deter- 

does not play a purely passive rofein remora '"“"“..Wiamt though these may be 

al growth. Ti.boufs point about fccSS, fe " i of ™PH»eot (Vr 

is a good nnp. - _ <• , * tniff a shift in rpcmirme al. . 


, a i 7 r J v c xuie m region- 

al growth. Tiebout’s point about factor costs 
is a good one. Both the nature of the supply 
curve of labor and the level of transfer costs 
are important determinants of the ability 
of a region to produce export commodities 
Topically, new regions have been opened up 
and developed because they had such a 
tremendous advantage in natural-resource 
endowments that they could produce and 
market their export commodities at a cost 
competitive with other areas despite this dis¬ 
advantage m labor and transfer costs (and 
m the case of the earlier development of 
American regions, when institutions for 

tinjinriol . 


effecting , T-fu. • 1 employment (or 

fi.n T S f hlft resources in the case of 

M h fa*™,, 

,3 economic 


Tiebout’s distinction between regional 

SaUs surl eC ° n0miC devel °Pment in 
eral is surely a spurious one. It is hard m 

conceive of the economic growth 0 7 one 
region which would not favorably affect 
the per capita mcome of the nation as a 
whole (even though it might have adverse 
effects upon another region). In fa? 
Amen ati _' ... Iact > 


fnanckd 'Z f**? iliT? 

capital was less mobile, higher capital costs f? enca sent | re development has illustrated 
as well). The subsequent inflow Kapitd ^ Growtb has b «*n gener- 

and labor and the development of social a resultof? ular f eo / raphlc ^ a mas which, as 

overhead facilities typically reduced these tracerIt? rabI f 1 factor end owments and 
COSt dlSarlvantaoTAo ,_I - •, ... tranSier costs, could nrnrf-m-'a- 


, ^vciupmeni oi social 

overhead facilities typically reduced these 
cost disadvantages and made it possible to 
produce other export commodities whose 
comparative resource advantages were 
somewhat less pronounced. However, when 
the growth of residentiaiy industry is 
“stunted” and transfer cost? remaS high 
then the export base will not expand in this 
manner. Alaska is an excellent case in point. 


fT . 0 .r j -- ciiuowments and 

mnrfer costs, could produce goods in de¬ 
mand in existing markets. Whether it was 
the opening-up and development of a new 
mgion m the West capable of producing 
wheat for the world market or the develop 
ment of an mdustnal region in the eastern 
states Producing manufactured 
?°°? s for the d °mestic market, the result in 
?om^ir.?^ lab0r .- d capital 


excellent case m point „ ;- result in 

This examination of the major alternative (from FW a “ iact labor and capital 
sources of regional growth clearly indicates E “ Wel1 as eternally) not only 

their secondary importance as compared 7 Tie hout’s final point deals with th. 

with the export base in long-run regional regio ! lal f owth with a decline in expo? TWs 

growth. The first two qualifications are 


The changing character of residentiary activity 
with regional growth requires further research both 
\ es p andln f regional markets and in the historical 
deve opment of regions where changing technolo? 
and transfer costs have changed the character of 
residentiary goods and services. 


7 Tiebout’s final point deals with the possibilitv 
of regional growth with a decline in expo? 'n.t 
is conceivable but flies in the face of th^experimee 
of growing nations, where international Sde has 

t?reve y rse nCreaSed ^ ^ «th« than 

r „„ 1 S „ In , thls reg ard the changing terms of trade of a 
region have been important. Regions whose export 
base consists primarily of agricultural commodities 
have been particularly affected. 
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to meet / V icsiaentiaiy activities 

X g nCeds of the re gion’s 
population. The process of urbanizati™ 

which was anintegral pan 

“"effcS”" 5 ”**"?■ in 

effects as was the openins'-un of n^r 
regions, their development, and their as^ 
snmlation mto the economy. In both cases 
the expansion of the region required a vast 
grease in imports from outside the area. 

throughout thTLttf “ VeStment 

multiplier-acceleration process'omTresuited 

liebout's footnote about the difference 
b«tw M a. iaMr development „f1£S 

i r~* 

0 / the Theoiy of Economic 

&^sr u **”* “^2 


weJ-dtdS When «“* ^e 

weu developed markets, and the case of 

A C ° n0mic deveIo Pment whichTypi- 
fied the Amencan colonies is, to the best^f 

of ornl • P y , for the explicit purpose 

wan* 

me New World has been within the context 
of the rapidly expanding Western world and 
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GROWTH 


pERHAPs the basic issues between Profes- 
I sor North and myself can be easily 
resolved, ft i S my contention that the cZ 
cept ofthe export base” is merely an over- 
simphfied method of describing regionsX 
structural equations of the national-income 
or general-equilibrium variety. The larger 
Z ? e gFeater the oversimplification 
varkble Sl TT “ the 

vanable. This is clearly true in the short run. 

For long-run growth, merely to look at 
exports as the key factor in eipkinW £ 

SS fl « r 7 th is . no more adequate than 

kwf v°t°X g at mvestment at the national 
level Yet if econometric models of national 

trends are useful m growth analysis, there is 
no a priori reason why the same type of 
more complete system cannot be appEd to 
regional growth. 1 North is concerned about 
&e factors determining the level of export 
^trnty My concern, however, is not only 
with the factors affecting the level of export 
activity but with the level of other Sog- 
enous variables as well. Further, given their 
level, what does the nature ofST^ 

toal relations between the exogenousXd , 

.mnlv f d °X°r S ° r residentia iy activities ■ 
imply for total regional activity?* 1 

. W ^ ether or n °t my classification of re- - 

gional growth as opposed to general econom- 


REJOINDER 
Cha RLES m. tiebotjt 1 


~ i C l e X° Pment “ “ s P urious ” is a matter of 
- nX JUdgment and degree- Unfortunately, 
pure cases as such have ever occurred his- 

; mXt of ** describin g develop- 

E aU ^e region known as western 
Europe, one is dealing with a substantially 
Development proceeded by 
stages, since there was no alternative. In the 
nature of the hierarchy of wants, it would 
^b»mp<»ibl e p** dinc% ae 

re gi on al economy, which is an open 
economy, need not pass through the stage 

TO H* Florida, for 2^ 

Xhe t C ? nSldered as started largely 

m the tertiary stage. The ability of a region 

ment^ ** Stage ’ given factor endow¬ 
ment, depends on two conditions: (1) the 

regional economy must be open; (2) the re¬ 
gion must deal with other regions which are 

ZL thZZ * With Pr0ducts of ot her 

Sta £? S t * lat xt does not produce. 

Thus one should not expect any particu- 
J rtgion to pass through the three stages 

°/ d X° P f ent ' ? owever > ^ reason is not 
that the stage theory is necessarily wrong 

tosunpty that in some cases it may no? 


for ^ 

Economic Smew, XLV (May, 


tma^ 0rt u' S contention that “the aggregates used 
tend to obscure rather than to illmn^Te fact^ 
generating secular expansion” (p.l65)seXto 
overlook this aspect of growth analysis .' 

4 Cl ° Se J d 0r “ °P en “onomy is also a 
of degree and may be considered in 0 f 
the proportion of exports to total income. 
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programs, economists musTseekte °h effectlve development 
certain parts of the “backward” w ^?f tand the reasons why 
in what appears to be a vicious circle enmeshed 

that these particular regions Why is * 

developed ? i 8 led to become economically 

some aspects of thil^quTsti^nts "thj ^ ^ answerin ? 

among commodity production tunctln^?? P ? Variati ° n 
is aware that there are significant gh everyone 

modifies concerning the nature t rences am °ng corn- 
possibilities from different quantities^? 6 P . hySicaI 0 Ut P ut 
factors of production-as witness thT^ C ° mblnations of the 
■ terms as “labor intensive” and “* USe ° f such 

modities—these engineering diff P 1 intensive ” corn- 
functions only infrequently havfb nCeS P rod uction 

part of economic theorizing By far th ^ operationaI 

use of these differences for economic? , m ° St comprehensive 

studies initiated by Professor Leonti ef^H 1S , the in P ut -° u tput 
average technical input coefficient* , H haS measured the 

outputs of various industri??n rr?7 edinpr ° ducin ^ tIie 

coefficients include both current 6 fl mted States - These 

the quantities of various product / d ° W coeffici ents, i. e ., 

number of workers (or man vear!) in d °Uars) and the 

dollar’s worth of a particular o ^ ** USed to P rod uce a 

or stock coefficients ?f t h ! P® Y* ar, and capital 

dollars) used to produce a dollar’s worth of^ (meaSUred in 
’See Haavelmo, T. A StvJ ■ , ^ f a COmmodi ty per 

195 4 n pp n se f ries Contributions tjDevelopment, 
possibilities of a °theor*+® XC f lleilt discu ssion of th^obi^? 316 ^ 3 ' 111 ' 

W d W 10 L e o ent ' aPPr0a ° h t0 ^ PrOWem ° f 

New York, 1951^Also “'ft A , me f ncan Economy, 1919-1939 
Structure of tHe Americ^cl^* £***£ ^ S 

Vol. 24 (MayWSG)"^ 6 ^ Scho ° l °f Economics and Social 
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j, agricultural commodities that am 

produced ,o „ import, depee under a p tot a“.L 

TABLE I 

»R^| R crM~S U, S K 

PER *1.000 OF OUTPUT, 1947 * t ™ K 


Agriculture and fisheries 
Textile mill products 
Chemicals ... 

Iron and steel 

Agr machin r e e r y mining and “"^ructio 

Motor Vehicles 

Coal, gas and electric power 

Railway transportation 

Trade 

Communications 


Capital 

(dollars) 


Labor 

(man years) 


American Capital Position Re-eramtaed"’’P^ F ° reign Trade : The 
Philosophical Society, Vol. 97, No. 4, Se^temb^r^M ° f ^ American 

t Two other important studies dealing with inr.r ■ . 

among capital-output ratios in the*uTit.rf e. dUStnes differen <*s 
Capital and Output Trends in V SUt f " e : D - Creamer, 
Occasional Paper 41, National Burea?ft lndustries > 1880-1948, 
1954, and I. Borens;e^ 5 t ";rd 0 °!i C rr Om ‘ C Research ' New York! 
1870-1948, Occasional Paper 45, National iLe'au of Ecol™f c starch,' 
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TABLE II 

SELECTED LABOR COEFFICIENTS IN TEA, 
RUBBER, AND SUGAR 


Tea* (1940 Colombo price) 

Ceylon . 

Rubber f (1939 Singapore price) 
Malaya and F.M.S. estates 
Ceylon (estate and total) 

Sugar { (cane) 

Cuba (1939 Cuban price) 

Hawaii (1939 New York price)! 
Or (1939 Cuban price) . 


6 *0-6 *3 men per $1,000 per year 

2-6-4-0 men per $1,000 per year 
4-2-5*7 men per $1,000 per year 

2*1 men per $1,000 per year 
•6 men per $1,000 per year 
1-1 men per $1,000 per year 


* T^ sources for these figures are The Census of Ceylon , 1946, Vol I Part 1 

(6*3 per $1,000) ,* The Annual General Report for 1934 on the Ecannmir 

fnd°V n d w e - n l r - a> Co / a d J} hn l°f 1934-1936, ( 6 • 0per$1,000) •’ 

? d . D - Wickizer, Coffee, Tea and Cocoa (6-3 per $1,000 on the basis 
conformation on p. 162 and his yield figures) It is interestine to 
rea l labor coefficient for India in 1915 (Report of 
tte P«ttoet.«. of Tea in India, 1915, Calcutta, 1916) togetherwkh tht 
1940 Colombo price gives a coefficient of 8-9 per $ 1 , 000 . 

tTh L S n in 2°66 m «7 0 n iM a f ° btained fr0 T P ‘ T ' Bauer - hibber Industry 
PP*^ 66- ^ 67 ’ ( Ma,a Y an estates, Ju y, 1940 to June 1941—9.A 

!^ 000 : f-HA -*««. 1933-2-6 per $1,000 , F M S. estate 1929^ 

$1 000) -^and ^lie ^f nsus .°f Ceylon, 1 946 (total exports 1946-5-7 per 
$ 1 , 000 ) , and The Annual General Report ( 4-2 per $1,000). P 

* Th fo^ Ur f“ f re •' , U - S : Cu j 5 0 a " Su s ar Council, Sugar—Facts and Figures 

l&h’Ann^l PJ oductl0 "’ 19S °~ 2 ' 7 P er tf* 000 ) : tinted Reports if the 
j Meeting of the Hawaiian Sugar Planters’ Association 1948 
(total production of these companies, 1939—6 or 1-1 per $1?00 0 ) 

These coefficients are, of course, average figures. Even 
wtthiri the United States intra-industry differences are 
important because of variations in the techniques employed 
within an industry, differences among factor price ratios 
dissimilarities in the quantity of the labor supply and natural 
resource conditions, differences in managerial skill, etc. For 
similar reasons, one would expect a wide degree of intra¬ 
industry variability among different countries. 1 However if 
new firms, using the same technological and managerial 

Not (5* Btmmiy. 

JA-SsSTKaS'?- 

Economics and Statistics, Vol. XXXVI No 2 Anm„t i atl % 

Manddbaum, K„ The Industrialization of Backward Area's Monograph 

No. 2, Institute of Statistics (Oxford University), Oxford,“ 
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.a^ ch s.x?=irr *° be smaji “°"s h “ 

hierarchy of factor and mm a-+ &V& e ® ect 011 the given 

more developed, third region.“^ufthemSeThTf^ 
are equi-distant from the older all a ? ° reglons 

sufficiently great to make the costs of labo ' is 

^ctofth 1 : ^to'sparsT^ ^ 

e “i::L th : ^r^:^ he 

natural resource craditioIs^Vn^ofThe^ 0113 C ° nCem ^ 
possess a soil and climate hivhlv - + m J egl0ns 1S burned to 
tion of a plantation^ 
assumed to eniov condition , t0 the ° ther area which is 
production of a non-nla^ f conducive to the initial 

However, in both regions the" ^ Commodit y suc h as wheat. 

^ 

differences among^thTmanv^Th aS ® Umptions is to minimize 
dissimilarities befween wMch c “ 

development The devote re 8t°ns m their patterns of 

easily JeconipaSwfttS? Tf ‘° 

might result by varying thr^ ■ grOWth P attern s which 

consequences of such other assume)' aSSUn ^ t !' on£ - Som e of the 
However, i, seems ClTXT^e^ ““T 4 ! '“«• 
mtlal conditions facing newly setUed s "T ° f POSSible 
production function difterenco] effects “ f 

‘““GiSnlhl' T'™™* ***£ pa.,rJ mPOrt “ , 

‘ha. the JLt72T°2 “V be 
subsequent development nf ^ P ° rt . sector induces the 
depends to an important dmr ^ SeCt ° r ® 111 the two economies 
of the production function oft? ^ ! technolo § ical nature 

there is only one maior ex™ + •+ eXp ° rt com modity (assuming 
given the price of the e ? rt , ltem m each new region). For, 
iThe labor! POTt COmmodit y ^ d the array of 

groups. “ PP y “ dlVlded mto a number of imperfectly competing 
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P '?“ s " this function will greatly 

* initially inlluendfg the 
nature of the labor and capital supply which flows into each 
region and the distribution of each economy’s national income 

factot° wLhh f dT eW ° rk ^ S ° me ° f the many ° ther im Portant 

intro^to t^y^ Pattem ° f deVd0pment ^ be 

re^^p 6 t + hat th ! f ° Uowing con ditions exist in one of the two 
andT l r ? r commodit y P^ces in the populated area 
a 6 C fi ma 6 and soil °i the now region indicate that the 
most profitable opportunity for initial development is the 
production of a plantation type commodity. ? Assume the 
production function for this particular commodity is suTh thtt 
for a wide range of labor/capital price ratios the most efficient 
organization for any level of production is on a relatively7aW 
intensive basis- In other words, efficient production of a 
o ars worth of the commodity technologically tends to 
require a relatively large number of laborers To perform cU- 

caffitarTo Taw" If" ^ a ^ortiol of 

+ * a i ' am ° Unt ° f ca P itaI which must be 
substituted for a given decrease in labor in order to maintain a 

given level of output is relatively large. Furthermore there 
are significant increasing returns to scale in the cultivation and 
processing of the commodity. Consequently, compf ativdy 
large amounts of both capital and labor are necess Jy ffir 
most efficient size of the production unit. A high level of 

managerial and technical skill also is needed to direct large 
plantations effectively. g 

Small, family-size farms are attractive for the very low 

Tf C rif° UPS “ thG ° ldeT regi ° n ' but the inde P e ndent entrance 
of these groups.is prevented by the cost of migration and the 

mitiffi capital outlay on even this type of small productive unit. 
Nor are these people able to borrow the funds in the capital 

^'among^ a^curturaTcommoditiecf' VariablUt y. capital coefficients 

c. *. Fa y. "'The Sil " d 








A "• W1IN 

*-* - °p erate 

- T"' e *» «"* 

possess the necessary funds for mivr fl I doped region and either 
them in the capital market Tn r> , 10n 0r are a ^ e to borrow 
at the lowest possible costs the*" ^ +° produce the commodity 
a demand in &> 

gronps (who arc ^ u J d ve y ^ 

perform the comparatively simnW T h reqmSlte ski11 to 

or can be trained easily to nerfo ^ lnvolved in production 
or their agents seek ou/these lowT ' Plailtation owners 
migration. And they protect thk ^ f r ° UpS and finance their 

* t T rs t0 the 

following conchtbns holT^Pricef^th T?"* aS$Ume the 
environment of the new revinn fa, , ° lder area and the 
Plantation agricultural coLodfrT '' Vel » P " ,e “ a non- 
for this commodity differs from +h ^ Production function 
two respects. First a family • / plantation commodity in 

of Production. In p^ST an scale 

the intensive use o/cheap ininoT!i f ^ production based on 
of economic organization^ FiO-th ** 1S not the best form 
of capital required is less for the e ™? 0re ' tbe absolute amount 
unit and the level of ZlZ ri !/ ? 7T ° f a production 
^ so high for a prLucSf^ f ^ ^ * 0t 
Secondly, the technological possihHitfl r m ° St effident size - 
°n the family-size farm are^uch f CapitaJ Verification 

capital price ratios over a wide h §Teater - Va rying the labor/ 
substitution in producing a aiv^? mUch more fact °r 
the plantation crop. § P Ievel of out Put than with 

older region'ten^ to" be prevented ^ 'a™™ gr0Ups “ the 

because of the costs of . . nted from “dependent migration 
funds. The level of knowl^d^ an<Hkilf 6 dlffic “ lty of borrowing 
a farm also rules outX mi^ ? f qmredforesta bhshing 
*”»P- Because ° f ”“**>«. “• 

the movement of this type of l k S ^ DCe Conditl °ns, financing 
tms type of labor is relatively costly. This 
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fact and the wide range of alternative factor combinations 
prevent any extensive importation of cheap, unskilled labor by 
small-scale cultivators. Consequently, migrants flow from the 
income groups which can provide the necessary initial outlays 
on transportation and production. However, capital rationing 
also works against the latter group to some extent. The smaller 
scale of operations hampers the supervision of direct lending 
Consequently, direct inter-regional lending is not as significant 
as in the plantation economy. 

The agricultural development in both regions stimulates a 
simultaneous development of some supporting industries— 
such as transportation-which are directly linked with exporting 
the agricultural commodity.* The large amount of capital 
necessary for even a minimum amount of this type of social 
capital is supplied comparatively readily by foreign investors. 
Not only are these industries directly tied to the exchange- 
earning export industry and, consequently, are particularly 
attractive to foreign investors, but also they are organized on a 
large enough scale to take advantage of the established capital 
markets in the developed region. 


However, the obstacles to the vigorous expansion of the 
plantation economy into a developed, higher per capita income 
economy are much greater than with the non-plantation 
economy. The relevant factors for an analysis of the develop¬ 
ment potential of the two regions from the stage already dis¬ 
cussed can be grouped into demand and supply forces. First, 
in order to introduce domestic production of commodities for 
which an export advantage does not exist, there must be the 
basis of an internal demand for such products. And, secondly, 
given the demand, the natural resource situation and the supply 
of capital and labor must be adequate enough to meet foreign 
competition. 

1Se thSt ofNinS 6 ?w ble ? of International Investment Today in 
December 1954 Cen ry Ex P erience -'' The Economic Journal, 
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For both regions the composition of the familv h,„i + • 
assumed to depend upon the level nf in 1 7 U( %et is 

levds, the buSg.t consisLsro, /"V™ 
foodstuffs, clothing, household needs and shSti A ' 

nse, the food budget is diversities and evettSllv' a T "T 
proportion of the budget consists of fooSf' 

— good expenditures and savings ££ b ^ 

par. ’of a. p^Sn ^ 

Consequently, most of this gr.up-JX°il'“““ brackets. 
Of a few basic foods ™I T l Ve deman d consists 

durables, and minimum shelter nee^s 1 ^ ^ COnsumer 

plantation cron reninrpc ] *. production of the 

is not needed throughout theTntire year^C ° f Iab ° r ’ ^ kb ° r 
lease small plots of land f mm \ ^ onse< l uent ly. workers 
•loo usually p r o4iX“apS »d Ph ? U “ °™“ S <»*<’ 
by growing part of their fonH SUppIement their income 

Poriod, Xchoiee to a1”o«r ot Z"”""' Durto * ^ 
and less for himself does not exist The Tit" °°t plan,ation 
is between leisure and working for L ?g 1Ve essentiaI1 y 
Plantation income is very W h « ^ And since Ms 

modities is relatively high Theref ma f Slnal utlUt y for corn- 
much of his free time to growing part of his" 8 deV ° te 

socially inefficient manned He drives hism.r^ f°° d “ a Very 
m this hne down to nearlv ™ “ mar §mal productivity 
to take place with respect o n , phenom ™ tends 

durable LsumptTSs Zt qt ?’"?”*■ ^ “ d 

many of these items.* ‘ Th famil y umt produces 

University, Institute'o/st^istiS^Mono^ B “ ck J? ard A ^as, Oxford 

also employs capital, labor t for south-eastern Europe. He 
putmg the su Pply requirements f < l OI ?? :iodlt y coefficients in corn- 
lack of data, pr °^ ram * Because of a 

2 * actual 

“ba^w“eas f seTorelves and p labor conditions 

1935 - and 3 
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Why do not the plantation workers break away from the 
plantation, produce the crop themselves, and raise their income 
kvel apprecmWy ab ove the plantation wage ? Some do break 
away However, most of these unskilled, low income workers 
cannot save or, borrow enough to start anything but a very 
small, low income yielding unit of production. 7 

In attempting to expand from such small units the 
cultivators are hampered by the technical constraints of the 
crop s production function. They must secure more labor, land 
and capital, *•*. expand horizontally, for efficient production! 

s is very difficult. First, the initial income level on these 
farms is so low that their saving is almost insignificant. Nor 
are they able to borrow sufficient funds for a large scale unit 
Secondly, it is difficult for this group to enlarge gradually its 
hold^s of good land. The fertile land is Jtivated by the 
p antation method and its owners are reluctant to sell or lease 
parcels of it. Large tracts must be taken at one time. But the 
small fanners cannot overcome this discontinuity. The best 
they can do is obtain isolated parcels of good land or more 
contiguous but relatively poor land. However, expanded pro¬ 
level of r th r: ype °J land is n0t ver T effici ent. Thirdly the 
level of knowledge and skill of these people is so low that they 

are not capable of supervising and controlling the greater 
amounts of capital and labor necessary for increased production 
The supervision of the labor is particularly important. It is 
probably more difficult to direct the greater amount of non- 
family labor than the increased quantity of capital. Finally 
he plantation class tends to develop a social antipathy towards 
this very low income group. It does not want the group to 
move into the plantation class and erects social and economic 
barriers m the path of the group’s expansion. 

All of these factors tend to prevent this group from 
increasing the size of its farms and thus its income level. And 
because production of the crop does not require the same 

t- v ab .°; ,h, r ehmt * he entir ' y * ar ' ^ ^ 

families (like the plantation workers) also grow part of the 
ood they consume (or even a market supply) and produce 
many of the durable consumer goods they consume. Disguised 
unemployment tends to arise within this sector of the economy. 
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are an^tf ^ P lanters who em P Io y some non-family labor 

eith“ WkT I ^ “ thC eC ° n0my - These “dividuals 
either break through the exclusively family-labor tvDe of 

pi™t!on “'The 7 P ° SSeSS " Ufficient fund s to estabhsh a small 

rr, ta r 

more difficulties m reaching the optimum productive”^ 

m T more to 

caoitai 1-0+; • u . ' 35 ln the non-plantation area the 
capital rationing barrier forces the niwJ*. + , ’ 

saving for most of their investment funH« p ° ° n CUrrent 

fund, equivalent to the 

farm in the other regie’, a smallLI pLter‘^luam 
as high an income as his counteroart in fV .1 ^ . n0t earn 
production unit is too small Even if I** The 

P»sible, he cannot nse his managedIS M fd'lT? “ 

yidd’a ffifhTnremfVet ““ ”° r 

is to perform the low productivityTaskf rfaiTh-'VT’r’ 
Consequently, because of their low Lome level , h , 1 ‘f P - 

reinvest their savings in caoitaTimn^ at> ° nt S1 ” e ™ d 

SStje zzz f SuHr h °^ h " “ 

Smt^fLLLdL" d“b^ “^anta *“»' 
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small farmers, they are below the level achieved with a similar 
investment m the non-plantation economy. 

™ Per Cent of the economy’s income is spent on 

durabte iof de ™“ d '° 

rabies (of which expenditures on items other than simple 

clothing and household articles are a small percentage) and 

saving. The effective market demand for the higher class 0 f 

andhirfT' g and SCmCeS St6mS largeIy from the ^ddle 
nd high income groups, who are composed of large plantation 

owners those performing the marketing servSL astoda ed 
7 h the “T “d to some « J, the 7a 
A large number of these commodities are imported from the 
more developed region. 

Why do not efficient domestic industries quickly develoD 
and capture both the import markets and the domestic markets 
which are supplied in a socially inefficient manner ? 

Consider the opportunities in the fields of simple mass 
consumed durables and luxury durables—many of which are 
impor e . A major obstacle confronting prospective domestic 
manufacturers is the problem of training the labor force to the 
ory sys em The large, low income labor supply possess 
such a low level of education and skill that its costs of tfaiffing 
represent a large, initial outlay. While there is always the 
alternative of recruiting skilled foreign labor, this too is 

t early / tage ° f deVel0pm ^ the region 

cannot rely to any significant extent upon the voluntary 

migration of suitable labor. This labor migrates at its o™ 
expense only after the industrial sector has begun to expand 
vigorously and employment opportunities become well known 
In addition, although the marginal productivity of the low 
income farm labor may be near zero, it is necessary to offer 
em a higher figure m order to induce them to move into 

m- an factories. Both of these factors make it difficult to capture 
the import market. y e 

They are particularly forceful with respect to luxury 

lS»or skill r 117 thCSe itCmS rCqUire a VCry high de § ree of 
labor skill. Conspicuous consumption also applies to some of 

1J 'l953 S Ch Ul 4.' THe Ec ° nomic Organization of Agriculture, New York, 
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these goods, and considerable outlays on advertising are 
necessary to overcome a preference for foreign commodities. 
Still another important factor with respect to some of these 
consumer durables is the internal and external economies 
involved in their production. The domestic market is too small 
to take advantage of these economies. 

Most of these obstacles also apply to those consumption 
items produced on a household scale. However, another 
obstacle confronting more efficient domestic industry is one 
which prevents the importation of these items, namely, the 
high costs of internal transportation and the lack of other 
msxketing facilities. In this region, the bulk of the population 
m the hinterland is so poor that the construction of transporta¬ 
tion facilities (other than the minimum necessary for the export 
crop) proceeds very slowly. Governments cannot raise enough 
revenue from these people to build adequate facilities. The 
higher income groups are so spread out that they cannot 
support these facilities either. To obtain many of the com¬ 
modities and services, which they desire, they travel to a few 
large cities where the marketing facilities for the export com¬ 
modity are located. Outside of these central cities, few other 
traffing cities spring up and, consequently, transportation 
iacinties m the interior remain crude. Therefore, domestic 
manufacturers find it too expensive to tap the interior markets 
ior mass consumption goods. 

Two other factors on the supply side, which are relevant 
to this discussion, are the rate of saving and the supply of 
entrepreneurial labor. Because of the greater income inequality 
the proportion of saving to national income is likely to be 
Mgher in this region than in the non-plantation economy. 
However a larger share of the saving flows back to the more 
developed area in the form of interest and dividend returns 
on foreign investments in the plantations and the auxiliary 
1 " dustnes - The foreign earnings which are retained 
tend to be employed for a further expansion of the export 
industry, since foreign investors prefer investments which are 
directly linked with the foreign exchange earning ability of the 
economy. Furthermore, foreign investments in industries pro¬ 
ducing for an internal demand are discouraged by the lack of 
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+ “ \1 , Forthe same reasons, large domestic savers also 

nd to employ them funds m the export and import trades or 
m such ventures as residential and business construction But 
because of the nature of the production function for the export 
crop mvestment in this sector does little to improve the 
distribution of income; it merely enlarges the existing pro 
ductive structure as more cheap labor is imported.! Not does 
the mvestment in elaborate homes, office buSdings, shop etc 
do much m inducing a better pattern of growth. With rlect 
to entrepreneurship, the most obvious source of leadershTp P for 
manufacturing—the large plantation owners—provided a 
meager supply. This group, because of the unique non 
pecuniary advantage of the plantation life, tends to develop a 

fieS rnd Pa th/l t0WardS ° CCUpati0ns in the manufacturing 

trairiinifnor the, T'T' ^ P ° SSeSSeS ndther Sclent 
nrn^? S and economic opportunities necessary to 

p de more than the occasionally successful entrepreneur. 

hr rc ° + h f Se factors tend t0 ^strain the economy from 
breaking out of its predominantly export-oriented nature * As 
transportation facilities improve, the mineral resources are 
appe , ut, this sector too becomes export-oriented. Domestic 
manufacturing industries based on these raw materials are 
blocked by the same obstacles previously mentioned. The only 
real possibility for exploiting the minerals is as raw material 
export industries. And, because of the general lack of 

manrofffi 1 T* entrepreneurial skm ™thin the economy 
°! tFe firms are own ed and operated by foreigners 
Although these industries may provide an important source of 
aamng m the form of royalty payments and, Spending on the 

May, 1954. manc ^ter School of Economic and Social Studies, 

Papers and Proceeding s S Mav 1950 AUn™J? an Econ °™w Review, 
effect of foreign 

Gams from International Trade and Mymt, The 

The Review of Economic Studies, No. 58^ 1954-1955 ar<1 C ° Untnes ’ ’ 
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quality of labor they require, may help to improve the distri¬ 
bution of income, these effects will not be as favourable for 
growth as those that would result if the internal market were 
large enough to induce related domestic manufacturing 
industries. b 


When the development potential in the other region is 
analyzed, a more optimistic outlook appears. The nature of the 
export crop’s production function is an important reason for 
this view. As already mentioned, labor and capital require¬ 
ments for an optimum size farm in this region are much smaller 
than for the plantation type commodity. The f amil y unit gives 
an efficient scale of operations. As in the other region, the very 
low income families in the older regions are excluded from 
independent emigration by the relatively high costs of the 
movement. However, unlike the plantation region, the more 
wealthy individuals do not finance their passage, since very 
unskilled labor cannot be employed as effectively in this type of 
agriculture. Instead, most of the migrants come from the 
income groups which possess sufficient funds for migration. 
In this region there are relatively fewer individuals at both ends 
of the absolute income scale. 

Unlike the plantation economy, as this region’s export 
sector expands, the economy does not devote a large portion 
of its investment to securing and supporting a greater quantity 
of cheap, unskilled labor. Although many of the migrants to 
this region originally do not establish the most efficient size 
unit, the limitation is not so much labor, but rather the inability 
to secure sufficient capital. However, these migrants do not 
start, like those breaking away from the plantations, at such 
a low level of income that their saving is almost nothing. 

In the early stages of development, these farmers also 
produce much of their food, clothing, shelter and simple durable 
consumer goods. But they are not blocked from optimum 
expansion as are most of the small planters and the family-size 
armers in the other economy. Since the marginal productivity 

° ,. a . . and ca P ltal is higher in agriculture than in these 
activities, the farmers, by reinvesting their saving, increase the 
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output of the cash commodity and curtail the family production 
of food and consumer durables. Moreover, as their income level 
increases, the family prefers to purchase more of its clothing, 
food, shelter, services, and other consumer durables in the 
open market. 

The more equitable distribution of income, which arises 
as the economy develops its export production, is more 
favorable for the induced development of domestic industry. 
A smaller proportion of the national budget is devoted to food 
expenditure. And the production of this food is undertaken on 
efficient, family-size farms. Furthermore, there is a relatively 
larger market demand for services and durable consumer goods. 
? rofit °PP° rt ™ities arise in these lines of commodities. 
Initially, some of these goods are imported, while others are 
not consumed at all because of the high costs of transportation. 
But gradually trading centers spring up to answer the demands 
for medical, legal and personal services as well as to provide 
the marketing facilities for the imported commodities. AH of 
this means investments in homes, offices, warehouses, roads, 
schools, hospitals, etc., which have a multiplier effect on the 
volume of trade. 1 As this development occurs, the min eral 
resources begin to be exploited. However, instead of merely 
becoming exports, these resources are also used to supply 
domestic manufacturers. For, the more favorable distribution 
of income and thus the relatively large demand for durables 
stimulates domestic manufacturing. Because of the relatively 
larger market demand for such items and the higher level of 
skill of the agricultural population, the problem of recruiting 
foreign labor or training domestic workers for manufacturing 
activity also is not as difficult as in the plantation area. 

All of these factors and their interaction tend to induce a 
faster and a more balanced type of development. This economy 
has a better chance of climbing from its initial export 
orientation. Domestic industries spring up which, in turn 
stimulated the further expansion of other domestic’or export 
industries through external economies and the f amiliar 
multiplier-accelerator interactions. 


1J '® A ^ U ? S “^ rry /. "Some Aspects of the Theory of Economic Develop- 
ment, Explorations m Entrepreneurial History, Dec.; 1950, pp. 96-102. 
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V. 


differential growth patterns re-emerge to a eXplanatlons of 
position. g to a more prominent 

themISves. th In e the S Zv^sous^t Pr ° dUCti ° n 

production (unctions in the ““V 

were such as to impose rigid Lot • f f th two re g 10ns 

development process \S tT? “ Mtm » f “>« 

been l topZJZJSl'gZS,*?" * “ d 

several regions, this is not to say that it al^ 6 ^ “ 

important role in the development process FoTT ? T T 
production function c „f »„ ^ P ocess. For example, the 

plantation and JmTu scZ “ ? P t ** S “ Ch * hat 
And, there may be wide possibilitie 7 7 equaUy efficient, 
relatively slight changes in the factor pric^Miof 
the engineering constraints nf +h j * n these cases 
be important In ££££ 5?", “ 

It was also assumed tw „ if cnaracter of development. 

A»m a conZ^ 

obviously, if the arrav nf f ’ ? el y com petitive market. But 
*be older regions *£ f” *“ 

the factor^ suppiying ^ “»““<=“ among 

Wiedge. in tiTeirent^e^dlpUt'il^ 

m their social eronnrmV j v ^ * ln ^heir tastes and 

generally also ’will play an Onn^t"*"? 1 7“ “ d ' nstit “tinns 
nature of development within (L two rel “ a*'^" 8 * h ' 
the dissimilarities between the ^ And ’ of course, 

their natural Source ZdS ’T™ with res P«« *° 
effects on the STL ° 7 7 1 ” 8My relev “‘- T be 

the above factors can cause aTfs^obST* 1 *™ " 

b ‘“ “ this 

me assumption of an unchanged state of 
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^ Jr* r £ t vr*n ^ 

development ? s P °gress atfect economic 

■*z t* ZL S 

tie problem : demand, the°supp“of capiM mTft” T' 5 '™ 8 
growth of the population The fW foT^ } d ^ natUre and 

important for those aScultum + -’ iS extremeI y 

so larae that rhl a ^ ultural exporting nations which are 

IK l^r^ZTT etct intm, ‘ aoml 

are low in the higher Ser cubit* • ^cultural products 
Consequently part ti th/ ' f? CulturaI lm P°rting regions, 
technolgicafp^s^benefits of 
ment in fhe terms 0 f tmd e l, “ adverse move ‘ 

maximum growth avowed b Tft' 7 ^ t0 adlieve the 
requisite capital mus , be tte 

to assume that the saving propensities of th w 
business will adjust automftically to tie^ Jnj' T* 

kclT of S i lorta S es of particular kinds of labor and/or general 

Tf 1 “ am f M 01 »< 

“ ‘’'a ZESZ Vi .STS 

Dynamic Models," Prepared^for ^the ^ ech °°*°S ical Change and 
Conference on Research ?a Income and of 
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Zr^f ^ ° f ° UtpUt H ° Wever ' t0 the ^tent that 
technological progress is such that the relative position of each 

rougMv theT * 6 °! lab ° r 311(1 ca P ital coefficients remains 

_ f , ^ th technological progress can be handled in the 

model by interpreting much of the development behaviour of 
the two regions m relative rather than absolute terms But a 
radical shift m the relative position of a commodity in the 
kbor and capital coefficient hierarchy must be treated as an 
autonom o us change, and the analysis must be modified to take 
mto account this new engineering relationship. 

Even with the many special assumptions in this analysis 

stffiTthink 11 teChn ° l0gical nature of Production functions 

nattV™ Cmerge lm P° rtant fa ctor determining actual 
fw tT 5 ,° f , eCO ] nomic development. Briefly, the argument is 
ffiat the technological nature of the production function for the 
major commodities initially selected for commercial production 

setaeTremo P ° T tentiahtieS for further development in newly 
setded regions. In conjunction with market conditions in the 

nature 6 ^ ? 6 1 ^ theS6 en ^ ineerin g constraints affect the 
nature of factor migration and the early distribution of 

mcome within a region. The latter factors, in turn, affect the 
stimuli for further economic development. While much mme 

t^ P St C ent“f d the t° n b Cal j™ 63 ^ 3 * 011 is nec essary to determine 
he extent of the technological restraints of various production 

funchons, these differences can, I think, prove useful in con- 

asring actual historical development of some plantation-type 

— “ tbe WOTld -th those regions whfch at an e^y 

stage s peciallzed on such commodities as liyest k d y 

Furthermore, they must be carefully, considered £ 2 
formulation of plans for future development. 
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TABLE 1 

Percentage Distribution of Net v 

Northwest, °™*- 


Product groups b 

Products of forests 
Animals and their products 
Products of agriculture 
Petroleum and its products 
Products of mines 

Manufactures and miscellaneous 
Other 0 

Total 



Annual 

Annual 

1929 

average 

1934-39 

average 

1948-55 

44. 1 

16. 0 

28.4 

3. 0 

35.8 

19. 1 

32.4 

44.6 

6. 6 
25.9 

8.5 

11. 3 

8. 2 


1.4 

11.9 


- 

2.9 

100. 0 

100. 0 

100. 0 


r- * e L exports 


b. 


—" ^ liiJLjuujs impo 

Net exports for a product group e <y ” —*****w« Aty <-La. s - 

used by the ICC. rt Afw except!£7were^de ^ °* Classifica *i°u schem 
constitutes a new category that includes n a ’ owever - Petroleum products 

cellaneous. Processed foods were tran.fl At om ma nufactures and mis- 

c. rrr to either products of agHcuiture . mtacai - 

portat i e on defenSe ' COntrOUed SMpments and foreign trade by land trans- 

~ = Poster, "The Commodity Balance of Trade... ... ^, p . 74 . 

period^ove^^r^^ourths^of^all Exports were^s^ll^ 611 ^ 0 ^ 1116 ^ ** th * 1948 ‘ 55 
and processed primary products. ? 1 m 1116 broad category of crude 

r T ro'- 

Commission. Lumber is incfuded* products of? ” ^ WrState Commerce 

manufacturing by the Standard IndustHa°ClasJf ? ’ WhereaS ft is deluded ta 

groups is explained in greater detail in a footnote to Table l" ° f ** Pr ° dUCt 

It should be pointed out that Tahl<* i * u 

would be better than net, but data limitaf baS6d ° n . net ex P°rts. Gross exports 
(see footnote 4 below). The ICC publishes^coZId'iffl^ the USS ° f the net fi gures 
commodity classes. An export or imoort hl ^ f ° r a PP roxi “ately 260 
Net exports consist of the summation of ° bta£ned f °r each class. 

hath SeS A f ° r WhiGh ex P°rts exceeded imports ^Gros f °* commodi ty 

both understated by this procedure. exports and gross imports are 

exceeded nel^r export^ S y ^TpTrcenf 7 *** “ 1955 * ross raiI ax P°rts 

7 percent. A greater volume of exports and fmports 
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°r ^ 

uot-otherwise-specified categories, mLh^eryTnd^T^ 7 CUsses ’ as the 
and a few others. As a result, the WwJ.T ^ electrical equipment, 
export base is understated in Table 1 Tu manufacturing in the region's 

determined with the data availlbfe ° f “ dersta ‘—* canlot be 

materially affect the pattern shown in Table I • gUreS would certainly not 

part of gross exports was just shipped through th**** 13 ^ Way ° f knowin S what 

° f ™ •— ^ 3 - ^£S* 

pmdrnt U pon Th”°‘ “• ° f *» *«* in- 

ports of primary products declined significantly ^ 77 dependence upon ex- 
period, and it was less in 1955 than in 1948 This <T 7* ® ‘° the 1948 ~ 55 

change in the region's industrial structure ' However' ” fI , eCted a considerable 
upon primary products is not as great as is ind' J’v ^ decIlne ln dependence 
employment. The export data of Table 1 are in te by chan g es m the pattern of 
period 1929-55 lumber prices rose irmrfc ! ° f current dollars. Over the 

the physical quantity of lumber exports dilTnot inc^ m ° St prlces ‘ Whereas 

lumber production probably declined a little bLaLToT ^ empl °Yment in 

of lumber exports rose sharply. This fe v orahl * mechaniza tion, the value 

of trade prevented products of forests from W m ° Vement in the ^gion's terms 
spite a less rapid growth of employment and ou^put 810 ^ “ ™ lU * ° f ex P orts da " 

ample "" «"* « a * ex- 

are produced in Washington. Consequently tha7% T* ® 6Xported manufactures 
exports of primary products than the other thr^e 'T depende “‘ upon 

away from primary products has been much great* ^7°' th ® structura l shift 

of aircraft, primary metal, and chemical D J ! “ Washln gton, with the growth 

,» .r. b„«„ «,„ pU . oi —V Ia * h °’ “ a °- 

srr by *pp- to ,i ly 

,u .t“.;^r» p a rr I ”K bo,, ‘*• ”«•« «» 

be compared, in terms o/changes t pooulat o hyP ° AeSeS - ™e Northwest will 
the Great Lakes (Michigan, Ohio Indfana Tl lncome , with other areas- 

York, New Jersey, Pennsylvania’ Delaware^NT^'i Tf Wlsconsill) >- Mideast (New 
bia); New England (Mainef Vermont N^al^V r^ &e DistHct <* Colum- 

and Rhode Island); and the Plains states (Minn P Connectlcut > Massachusetts, 

South Dakota, Nebraska, and Kansas). All of the ’ Missouri > North Dakota, 

can be classified as industrialized. The individuaTst 6 ? 101 ^* 6XCept the PIains states 
compared with other selected states includjg C^lt °f Northwest will be 
Massachusetts, Pennsylvania, Oklahoma Nebraska °^ ma ’ Michigan, Ohio, Illinois, 

first six are predominantly industrial states while th V** f ^ S ° Uth Dakota - The 
agricultural. tSS ’ whlIe t* 1 ® Mst four are predominantly 

The Relationshi p of Exports to Income 

cp. xt:L 1 :, d r r. d ,h “ ^ r* •» -*• 

—----- product as an ec onomy grows. * The primary 

7 . r*T^ -t. 1 ~ _ T~1 T a - • ,, . ““ “ ---—-—_ 


-—— * - —--- —... _ ' o—^ ~ primary 

S e pp P ' Kmdleberger, Economic Developmen L (New York: McGraw-Hill, 
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naTo^s mXfsft ^o d T^£t7inc^ ^ trad * d «*»g 

generally is greater than for goods Thus , '^ ° f demand f ° r services * 

decline as percentages of income as economfc growtho^urf. lmP ° rtS <OP eXports > 

the net result of aIwa F s stroa 8 and that it is 

tend to cause trade to increase relative to incomf ; S °“ e eVentS ° r ^ticns 
porting goods with income-elastic demands so ttet A COUntry or region might be ex¬ 
output with growth of incomes in the buying' m ° re than domestic 

sumed to be exceptional and temporary! Techiolorira^ Sltuatlon is generally as- 
of scaie and to relative decreases in tLns^orfco^ teLd^" to economies 

and therefore the ratio of exports to income. * nd ‘° increase specialization 

Exports as a percentage of personal 

personal income in the Pa c if if Nor&weslXr Z Wer f Positively correlated with 
the hypothesis were to hold, the correlation 929 ‘° 1955 < Tab le 2). 4 if 

amounted to 33 percent of personal incomT Forth* 1x1 1929 sports 

income was somewhat lower than in 1929 export Peri ° d 1934 ‘ 39 * personal 

For the period 1948-55, when income Us 2? percent of in come. 

sports averaged 36 percent of personal inffmf Th^ ^ “ the earIier Periods, 
mestic and import competing industries did not h6Se flgures su gg®st that purely 
In other words, the export industries TontribtZ T” “ faSt aS income, 

mg the 1929-55 period than domestic or local induTtrlfs regi ° n ’ S gr ° Wth dur ‘ 

It has become customary to ~ 

to income in discussing this hypothesis. Inldlwlf ft" 00 ” 6 °* exp ° rts P Ius Sports 
U, a more appropriate comparison would selml L K 1™°°™ advanced *° explain 
In the case of the Pacific Northwest, the ratio of ■ b hetweea im P orts and income, 
a trend nearly identical to that of exports. E P ° rts to Personal income shows 

however, for most years included in TaMe 1^ Wer<S ® reater tha “ import.. 



The comparison in Table 2 ,*« 

alI 7» gross exports should be compared^ith^ 01 ^^ and personal inc ome. Ide- 
sary data for estimating geoeraDhir r, ^ th geo 2 ra P hic product. The neces- 
ability of data also dictftfd tie available ‘ unavail- 

each commodity class. The net export fi<mr ratber tha n gross exports for 

Th u aIa ? CeS f ° r those commodity lias se rwith are ** summation of the ex- 
The Pacific Northwest has a consider^ exp ° rts greater than imports. 

Since there was no way of determ £ t t *“ 0Unt ° f th *°^ traffic in goods. 

• 6emed b6St t0 a *timateTef Hth'eTtT ^ "*** for — 

On the basts of a rough calculation for 1955 gr ° SS exports aad imports, 

ed net exports by nearly 17 percent For th ^7°^ ® Xports WOuId have exceed- 
product exceeds personal income byabout&ll gr ° SS nationaI 

Personal income to geographic pro<hict in iS P ercenta ge. The ratio of 

vary around the national averagl ^dividual regions would undoubtedly 

Robert P. Terrill 1 1r r , i_ c* t 

" p- ■'«. ~p cute. 

ea ^h. D. dissertation, Stanford University, 1941. 
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table 2 

Re |a°cTfL E N p0 ^ tS in Relati ° n t0 Re S ional Income, 
Pacific Northwest, Selected Years, 1929-55 


Net exports 3 
(millions) 

$ 769 


2,580 

2,587 

2, 839 
3,419 
3,264 
3,465 
3,530 

3, 770 


Personal income 
(millions) 

$ 2,350 

1,515 

1,710 

1,999 

2,095 

2,075 

2,707 

7,441 
7, 373 
8,151 
9,061 
9,590 
9,793 
9,801 
10,324 


Exports as percent 
of personal income 


*• - *-* icc - —- 
** '°“ u ““ ”• *» -m 

Source: Personal income from U.S. Department of r. 

Commerce, Personal Inco me by States Lrl ““ erCe< ° ffice of °o®«tic 


W*.Wnglm and Oregon 

only the trade balance for that region so the e l? y * eW En « Iand contained 
of exports or imports to income. ' “° Way ° f com P u ting the ratio 

*■ “•— 

berger suggested. Since 1947 freieht fo«t« • re J mdoubted ly at work, as Kindle- 
relative to all prices. 8 other things being equal' We riSSn shar P 1 V 

,»,o of regional e.por,. and taper,. „ , ‘ „L 


cifio Nortt”n°,^ Oregon Ec ° ,,0rr, ‘ c Grondh of He Pa- 

—•° us * ness Review (September 1957), p . i. 

(Providence: R- »° Nep En gland 

‘ h * M *‘ re|-,! - H«»,d Unlvers- 
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support of the hypothesis. There are a number of reasons, however, why the rela¬ 
tive rise in transport costs has not yet affected, or become the dominant force in 
determining, the ratio of exports to income. Some industries are so strongly tied 
to a low-valued raw material that transport costs may fluctuate within a wide range 
without affecting their locations. The same is true of industries producing high¬ 
valued, low-weight products for which transport costs are a small part of delivered 
prices. There could have been technological changes which enhanced the advantages 
of large-scale production, thus nullifying the effects of increased transport costs. 
Also, the size of the Northwest market for numerous products is not yet sufficiently 
large to induce plants to locate in the region, despite the forces tending to cause de¬ 
centralization of production. 

More fundamentally, the explanation of the failure of the hypothesis must con¬ 
cern the relationship between the demand for services and locally produced goods, 
as compared with the demand for exports and imports. Garnsey has pointed out that 
services tend to be traded more among regions than among nations. 9 This factor 
could not explain the trend noted in Table 1, as the export figures are for merchan¬ 
dise only*—services are excluded. 

The data of Table 2 indicate that the consumption of the region's exports has 
increased more than its consumption of internally- produced goods and services. 

How is this possible if the income elasticity of demand for services is greater than 
that for goods ? Much has been written recently about the rising share of service 
expenditures in total personal consumption expenditures. Some of these articles 
are not accurate in indicating trends, because they concentrate on only the last ten 
or twelve years. Whereas expenditures for services have risen as a share of total 
personal consumption expenditures since 1947, there is no rising trend if the data 
are extended back to 1929. The service share in 1929 was 40. 6 percent (in current 
dollars); it rose to 46.5 percent in 1932 before declining to a low of 31. 1 percent 
in 1947. By 1959 the figure had risen to 38. 7 percent. 10 

Government expenditures are not included in services in the foregoing fig¬ 
ures. The payment of taxes, or the purchase of services provided by government, 
is troublesome in a discussion of consumer demands. Should all government pur-’ 
chases of goods and services be considered as personal consumption in the same 


Morris E. Garnsey, America's New Frontier, the Mountain West (New York- 
Alfred A. Knopf, 1950), p. 160. -- - - 


10 . 


Based on data from Economic Report of the President . January 20, 1960,p. 
160. The Department of Commerce series on personal consumption expen¬ 
ditures goes back only to 1929. Various other individuals and agencies have 
developed estimates for selected years from 1909 to 1929. The most refined 
of these^estimates^are given in U.S. Bureau of the Census, Historical Stalls- 
tics of the United S tates, Colonial Times to 1957 . p. 179. Although the ex- 
penditure categories are not the same as those of the Department of Com¬ 
merce, it is possible to collect nearly the same components as are now in¬ 
cluded in services. On the basis of these data, the service share of total 
personal consumption expenditures ranged from 44. 1 percent to 45.9 percent 
except for 1919, when it was 40. 0 percent. Although these figures may not 
be exactly comparable to the more recent data, they lend support to the view 
that there has been no long-run rise in the service share of personal consump- 
tton expenditures. 



EXTERNAL TRADE AND REGIONAL GROWTH 291 

manner as purchases of food, housing, clothing, etc.? In a broad sense all govern¬ 
ment spending is for the provision of services to the public; even defense spending 
provides the service of insuring our survival as a free and independent nation. 

Non-defense expenditures support functions or activities that are closer to 
the usua! concept of consumer services. Civilian expenditures of government in¬ 
clude such items as education, highways, public health and sanitation, civilian safe- 
\ The non-defense component of all government expenditures shows a much 
different trend than the total including defense spending. Civilian public spending 
for goods and services rose only from 7. 5 percent of total non-defense output in 1929 

Ind %40 S i r i m 195?; 1116 perCentage was lower in &e postwar years than in 1939 

Total government purchases of goods and services, including defense, rose 
much more rapidly, of course. They increased from 8. 2 percent of gross national 
product in 1929 to 20.4 percent in 1959. The rise for the federal government was 
from X. 3 Percent to IX. 2 percent, while for state and local governments it was from 
6.9 percent to 9. 2 percent. *2 


In studies of regional trade, the federal government is generally regarded 
as an external institution, so that goods sold to it are counted as exports. The fed¬ 
eral government made major purchases of aircraft from the Pacific Northwest dur¬ 
ing the period 1948-55. If government purchases of goods are considered to provide 
services to the public, then the export data of Table 1 include a substantial amount 
of service exports. 

The foregoing discussion leads to an interesting conclusion. Service expen- 
iture has risen relative to income in the long run only if government purchases of 
goods and services are incLuded in the service category. The other part of the basic 
explanation, i. e. , that services are traded much Less than goods, may not be valid 
if government expenditures are included in services, for the reason that much gov¬ 
ernment spending, especially that for defense, gives rise to interregional trade in 
goods. Many of the services other than government-those that are considered as 
part of personal consumption—must be consumed on the spot and are therefore ob¬ 
tained primarily from Local suppliers. There is thus relatively little interregional 
trade in such services. Therefore, if government spending is included in the service 
total, it may no longer be true that services are traded less among regions than 
goods. Or perhaps better, service expenditures give rise to interregional trade in 
goods so that regional commodity exports do not decline relative to income. 


Primary Exports and Growth 


Several economists have maintained that specialization in primary products 
dooms a country to a slow rate of growth and that resources must be shifted from 


11. Francis M. Bator, The Question of Government Spending (New York* Har¬ 
per, I960), p. 21. ~~ - & 


U ‘f\ De P a ' r t t P^ en ^ :ofCommerce f Office of Business Economics, U.S. Income 
and Output (1958), pp. 118-19; and Survey of Current Business (Februarv 
1960), p. 12. --—- y 


12. 
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primary production to manufacturing in order to sDeed im crw% 13 * - 

this view stress that demand factors work against the cou ? ^ • , Advocates of 

products. In the developed countries demand for f „ a ^ speciallzin « in primary 
income elasticity, and demand for raw materials gTO^llwW becI ° f a Iow 

efficiency in the use of raw materials. g ° Iy b c use of mcreasing 

The measures of growth used in the following discussion av» . 

in population and per capita income. The increase of Der ra •* • eIatlve increases 

edly the most widely used single measure of economic growT someT 
mainly those with great population pressure, resard noLl^ ' S ° m \ countries • 
in their efforts to promote economic growth N^arfy all sL *“ * WndranCe 

population growth to be desirable and a mea ure of tLir “?£• ' " 6r ’ C ° nS£der 

such irregularities on the percentage increase of per capUa tToZe^^ * 
rages were used for the beginning and ending of the period The^a’ aVe ‘ 

three-year average centered nr. * . 0cL The base ls thus a 

able prior to 1929. The ending figure is^three^e* mC ° me by states is not avail- 
No averaging was done for the potation figures'sinc^^^^ Centeredon 1955 - 
and do not show the irregularities that per capita income doe^ mUCh ^ V ° latUe 

substanSlly g^ate" * 6 ° *•««*• 

other four regions in the table The ? .. P Cent anc * the averages for the 
steady, of course; L^or^ 

mediately following World War II The * 6 Urmg tbe 1 ^ 30 ' s and during and im- 
The growth of population for the individual 

gon with 79 percent led the Northwest states alth l! w \ m ° rS Variation - Ore- 
with 68 percent. Only California had = ),• i ’ ® as hmgton was close behind 

to growth of 36 p.rL, i,.Z,fcL‘ * b tlYJ:rT e ', W*- 

than that for such industrialized states as Ohio I rr l °°* 1 and was greater 

sylvania. Montana with onlv ?n ne-^ * h Illm ° ls » Massachusetts, and Penn- 

states on the list in Table 3. Two of "the ^IsTf eXCeeded the fi S ures f °r the last six 

nantly agricultural, actually lost population whaVthe^oVh *** predomi - 

growth. P P ’ while the other two had relatively little 

i 

was greater than the U.S. average ^f °203 oe* the N °** hwest ^ as 218 percent, which 
the Plains states was the largesUmons the i ^ The increase of 238 percent for 
148 percent for the Mideast states. The £ egl0a8 .* WhUe &e lowest was 

-ease of per capita income is exactly 


13. 


Approaches to Economic7’ ,*** N ° r f lan S ‘ Buchanan and Howard S. Ellis, 
1 95 5), pp. 2r^ T £ ^~ D - ri l °r e , nt (NeW Y ° rk: Twentieth Century Fund, 
discuss this view." * ^ b °° kS ° n ecoaoia '^ development mention and 
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si “j."' i*“‘ ..pepiepcd 

pears that primary production does not provide tie b.^is'ior d pop “ lation ' '< a P‘ 
growth of population. However, this statement b7= 1 f°r supporting a rapid 

depends upon what particular primary products a .° ? qualified, as the outcome 

specialization in lumber and wood products had thell^f' ° reg ° n ' with heav y 
population in the Northwest and led all state's in TabU f« e ptC ^ ° f 

population growth, as is^’llus^ does not insur e rapid 

nois, Massachusetts, and Pennsylvania Demand Z percenta g e growth for Illi- 
grows slowly because of a low income elasticity l b "f nufactured Products 

other products. Certain states ma, b a ty or because of competition from 

ing rapidly, but other states may hTveVconler '\ £ °* demand is « r ° w ' 

to undersell the former. The over-all conchln * dvantage which Permits them 
much upon whether exports are concentrated in t ^ gr ° Wth depends »<* so 
products" or "industrial products " hut „ nn <-b b d groups such as "primary 

regions tn supplying the particular products. ^ positlon vis-a-vis other 


Primary Exports and Instability 

, The tillrd hypothesis states that if exports s „i, . . 

if they are concentrated in primary orodur^ tb ^ g6 reIatlve to income and 
especially vulnerable to external changes 14’ DuHn?™^ ^ ^ qUite unstable «d 
regions, the price and volume of exports both fti ® re< : essions in the purchasing 
value of exports of the producing rerion Thus a Ca ’” lag I a sharp decIi ne in the 
transmitted to the producing region, where it his a shf T / 6CeSsion is ^ ickl V 
economy. It is also assumed thkt the value oflxporl d r depreSsin g effect °n the 
of imports for the primary producing areas so b f m6S m ° re 01411 016 value 

under pressure. g * their balance of payments is put 

This hypothesis was tested bv comna f t, 
per capita income from year to year 15 Th* \ & averAge Percentage changes in 

figures are simply the arithmetic means of ^ ^ Presented in Table 4. The 

Without regard to sign. The averages f ^ year “ to ~y ear percentage changes 

1945-60. Tb. Kgvvf, *■< 

industrial structure over t he period since 1929? ^ ° ^ ° f Changes in 

Y~S" Bbvb™, „1 E.U., p . 303. TZT^T- 

m ensuring i„.„bi,- 

than measures of product or outDuf h P * . mc ° me P rol >ably fluctuates less 

Which behave in a coun?lcycUcal L sb * mCludeS tra ^« payments 

would be useful for indicating instabililT'h f ° r ^^erly income data 

Covered employment by mlth cl bel’ts *** V e n0t a ^Uable. 

ume of employment for states where agridtu ’ 1 ^ lt ,° m ! ts a sub stantial vol- 
If monthly employment data were usedl shn prod nction is important, 
of course, have to be corrected for , Pa ,„ Cychcal fluctuations, it would, 

comings, personal income shouId gilnluTin?^?: itS short - 

states and regions. g useful indication of instability in 



external trade and regional growth 

TABLE 4 

Average Percentage Change from Year to Year in Per Canita t 

Selected Regions and States, 1929-60 and 1945-6(T C ° meS ’ 


Region or State 


Pacific Northwest 
Great Lakes 
Mideast 
New England 
Plains 

United States 

Washington 

Oregon 

Idaho 

Montana 

California 

Michigan 

Ohio 

Illinois 

Massachusetts 

Pennsylvania 

Oklahoma 

Nebraska 

Iowa 

South Dakota 


1929-60 


1945-60 




was 9. O^Trc^fchange for the Northwest 

Great Lakes and Plains state! both had ^perWnt theT h 8 ! 1. percent ' The 
regions. The Mideast and New England arefs had tb t g t flgure for 016 iive 
experienced relatively low percentfee erowth ^ l0 . WeSt av erages; they also 

(Table 3). In the 1945-60 period, the Northwest Caf>lta lncome a “ d population 
cent, which was below the averages fm- «, ^ a “ avera R e variation of 3. 5 per- 

gions. When the TrlaU f?** “ C V* 0th ~ *"» «- 

nificant. ^ niall, it may not be statistically sig- 

highest average ch^ngeThfboTh Jertodf * wTsWton M ° ntana ^ ^ 

in both cases. The industrial states of Milig^ Shio ^tT* 1 ^ Cl ° Se to g ether 
percentage changes, substantially greater tha! tho^f ’ w d i 11111018 had rathe r high 
Idaho for the 1945-60 interval Cafiforni! " Washin g‘<*. Oregon, and 

1960 and was second to Ma^achJseS for tt lo/ ”° St ?*“•,*«“• 1945 to 

and Pennsylvania were among the most stable fn ? eT1 ° ’ 1929-60. Massachusetts 
ington, Oregon, Idaho, and CalTforn" n th e Dos tl ^ but trailed Wash- 

Iowa, and South Dakota showed unsta^e^^^^ Nebraska, 
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were of great importance, fared well in the 1945 60 W °° d products 

predominantly agricultural states is primarily dw to fluct , , iastabmt y the 
conditions were undoubtedly the major, determinant of ! ? m ° utput - Weather 

experience of wIcMgan! OHoT °*- inC ° me ’ aS &e 
ous section also applies here: instability of incoml LoeS C ° ncIusion ° f ** Previ- 

ESZSZSZ .*" upon —- - 

- —1 economies 

the type of primary products. 16 He exam^fed a * * great deaI > Spending on 

tries exporting chiefly primary pSucTs iLn\!X ° f twenty-nine® conn- 
a*ce improved for fifteen countriesand^ detSoTated fo V° 1931 ’ 32 ’ the trade b ^* 
Those countries with a wide variety of exoort n ! l & remainin S fourteen. 

ftan those with highly concentrated export trlde Th ** B ° b *“ er in generaI 

imprbved generally exported substantial amount n f C ° Unt . ries whose trade balances 
elasticities of demand and only moderate income elafttc f Wlth * el * tivel r Price 
were non-staple and semi-luxury agricultureT n * tlci ties. Among such goods 
ucts. Those countries whose trade balances d t"° U ° S and certain Petroleum prod- 
products with low price elasticities of demand Vrih*?** eXp ° rted lar S e amounts of 
low price and income elasticities coupled with hLhl l “ come elasticities or with 
included numerous raw materials, while the 38tlC SUpply - The ««t type 
stuffs plus a few other commodities. d type consisted of staple food- 

^^^r^fi^i^r^e 1 eIa^tici(y^of < ^ C ^ ne rf ~ of these 

whose trade balances improved two factor, ^ emand - For those countries 

(a) a much sharper price decline for domes tic ^han ^ 6 ^ effeCt ° f ^ elas ticity: 
fall m domestic incomes, in conjunction with -f imported goods; and (b) a 
mand for the imported manufactures Amo hlgh lncome elasticities of de- 

for consumer durables and luxuries and in ng 4116 “manufactures, the import values 
non-durable and essential manufactures. Triads'cf 0 ? - /!, 11 m ° re fl “ n th ° Se for 
ment could be made concerning the effect of indu,t • “ Cluded that no general state- 
exports on the trade balance of orima us totalization or diversification of 

ations. 17 ° f Prima ^ sporting countries during cyclical fluctu- 

shows that the output°of'Certain primar * 0 * 1 m ^ ices for selecte d commodity groups 
certain manufactured goods Table 5 00 ^° fluctuates less than the output of 
groups which are important in theLdeo^' 5* f ° r Certafn commodity 

the 1948-49 recession were rou^hlj compfrable f C "?**"”*• The *■««»••* 
durables, fabricated metals, and machinery. The^ecUnefo ^ ^ PaP6r ’ aU 
— - __ 7 ine decline for primary metals was 

Countries Expor t^ChUfl^Primar 11 -p* ® alanCe of Merchandise Trade of 
view , XLH, 1 (March 1952), 69-86. Y Pr ° dUCts> " American Economic Re - 

,J 6 id. , p . 86 . 


17. 
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than that for all durables, fabricated metals machi ^ WaS substan tially less 
metals. A decline in lumber output b^ln in ’ aUt ° mobiles * a * d primary 

total decline was about 14 percent. The 1957 58 &Tv COnt , mued throu g h 1958,- the 
ery, and primary metals were as great or ereaf f ° r autom °bUes, machin- 

m one year rather than over three years. The I95V"ss t00k P Iace 

for fabricated metal products were rouehlv in 9 58 decIlne &r all durables and 

1956-58 decline for lumber. The index foJ D1 , T*’ SOmewhat less than the 
54 and 1957-58 recessions, while that for J lp &nd PfP er ros e during both the 1953- 
former and rose during the litter. T h f S e TZl r f °° dS fel1 d ««S *e 

regions specializing in primary products wUl fot ” SUPP °! t &e view that 

cycle fluctuation than those ^eater 

hons are what particular primary and manua l , g °° ' The crucial 9ue S - 

what^the area's competitive portion in ^t 5 £ 

to circumstances that have tended 

havior of housing construction has reduced thJc cl' f 1 f St ' the countercyclical be- 
ber. Second, employment in aircraft Dr od,w y hcal decUne in demand for lum- 
not been affected by cyclical downturns and iZ “ ^ Seattle area has generally 
cyclical fashion. Third, the agricultural price I ” 16 mStances behaved in a counter¬ 
fluctuations of farm income. lCUlturaI *> rice support program may have reduced 


Diversity Vs. Specialization 


Closely related to the third hypothesis is „ 
gers to a region of a high degree of specialization ^ gUment concerning the dan- 
‘' ‘ s P ec iahzation of a region in one main kind nf * ? VGr and Flsher wrote that 
lines, makes its growth precarious and tllteraMePo 7 ’ " a feW Cl ° SeIy aIlied 
either inside or outside the region "18 T i_ A economic changes originating 

hon are that a region's market for'its spettal^fm'h* k‘ isadva u tag cs of specializa- 
new and cheaper sources, by improvement, P f undercut by discovery of 
m transportation, or by shifts in demand Aho^Z^ 011 eIsewhere > b y improvement 
cialization, or the more the diversification ’ lS su SS ested that the less the spe- 
cyclical effects. location, the greater the ability to cushion adverse 

but it is not as strongP^generPl^rPIsImld a Z P' f ° r diversific ation of exports, 
ways. As the analysis in the previous sPcHo " *° be Qualified in a number of 

verse cyclical effects only if U happen, ? su «? ests > diversification cushions ad- 

usual argument for diversmcatSs a cLIZT ? Pr ° d * Ct “**■ ™e 

on the ''law of large numbers. "19 Tw law ra r^ mS I yChCal downswings is based 
—_____ laW Valldates Ate case only if the various 

! 8 . Edgar M. Hoover and Joseph L. Fisher "R . . 

Growth, " Problems in the Sn.a.. „ f r ' ’ Res _ earc h m Regional Economic 

190. &tUdy ° f Economic Growth v- rT - 1949) 


19. 


190. 

■jt’z r cb "'" **■ *-«. 

■"IPI- “ ** *» TM« Tool, » mpub l,, hed 
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patterns, but the plttetn^arrnot'randomly dis^T^ eXWWt dlfferent cyclical 
aU the diV6rSified -^tries are linked Ld fluc^e togethYr . 1 ' 1 "" 011 " B ° ^ 

. Seventh. Federal Reserve District /fr*i,* 

versified economy but encounters its share of dfff ,^ 80 , ^^ has a “gM y di- 

,h * — »«-. 

s "” p ' d *«»>■» 

substantial diversification, the well-beta* rf ft' t0 date ‘ •• Despite 

this area is tied intimately to the demand fo 6 ™ aj ° r in dustrial centers of 
durable goods,machineryand equi~ ^V" 0 **” 8 ’ a * d consumers- 

7 no equipment, autos, appliances, and furniture.20 

The demand for durables liiro *.v»_ j , , 

to wide swings during the’course of business cycle .^^^ 7 Pr ° duCts « is object 

conclude that the wmS^ed 'lathe dllllssedT^ W< T ° ffsettin S> one could not 
in the non-depressed industries. For ftis to oc^ur Tb aUt ° maticaIly be employed 
demand in the latter industries, or wages must 7777™ be an increa ^e in 

trasting skills may be required by the different indust , emand does not change. Con- 
luctant to shift occupations even if they could. 21 d ri6S ’ and WOrkers may be re- 

Some arguments for diversification snH .. 
regions than for nations. The threat of warfare " SUffl< ; lency are les s relevant for 
den loss of markets or sources of supolv is not I “° mic or otherwise, with sud- 
lationships. Regions ordinarily do nof lLve indeD^ ?? ^ lnterre S ional trade re- 
neither do they have independent monetarv and f • ?', hootns or recessions; 

labor mobility among regions than among nations^a Hgh raT' ° f greater 

»r° d .°rr,r‘ “■* ■“* -w ^“^TSrji^L 

te 8 ion', -moloym.nl patters 1 *“^',.” aPtVth^t fei,""' 1 ' “?** * 

deny itself its own comparative advantage. W ° rk would require that the region 

by the a speciaity might be 

elsewhere, by improvement in transportation or h ’ y “ m P roveme “ ts in production 
each of these factors could work to the ad™ *’ 7 f hlfts ln detn and. Actually, 

of against it. Innovati5SI7 however might hl ^ 7 7* Specialized re gi°n instead 
gion specializing in the production of food and ^ 1 tendency to work against the re- 

*° -*■<, , d b St n Z^'"p^ “ p '“ 1 «”»• 

ces for highly specialized resources. 22 * capital and ubiquitous resour- 

Federal Reserve Bank of Chicago, Business Conditions (October 1958), p. 2 . 

21. Stolper and Tiebout, ojp^ciL, p p . 10 - 11 . 

P««!‘'l^orpt^’. (Cambridge: Technology 
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be faced with a^educed^ateo/jrotttfor an acfeaT^r reS ° UrCe ’ the re g io “ may 
ses. The experience of the state of Wa«*h* ecllne as the depletion progres 

las fir region of that state declined bv about An Lumber Production in the Doug 
tt. 0.0 oi 1„, accessible ttob .l .ZlU^ZZ™ 1'T 1,29 “ 1,5S ' 

"•eased P«' wot*„ m l« K i., F, m mo'ttTo'te* 7*"'" '““ lted ir ' “ 

.o^sdsepped .1 percent, bo, e„p, oym e., 

of wood-products manufacturril U Washington a rem S - ha d Ply ’ employment in aI1 phases 

available employment data for the period^ 55 “ d renaa rkably steady. The 
logging and in lumber mills declined it increas d • d , te that whlIe employment in 
milis pi5nv° od mills, an<J - n ^ productJon Qf ^ ri “ ^ and P^per mills, planing 

gs, hardboard, and softboard. The relativelv stead y_p ^ oducts such as Presto- 
manufacture was due to greater processing and utiHztr emp *° yment in wood-products 
logs Since 1955, employment in wood products has dlcT / quantity of 

cal factors and increased mechanization. 24 eclined somewhat due to cycli- 

gion of the Pacific^o'^lvwest S ha s ^xpe rt en^<T an^^^ w.“** if ^/“ur-state re- 
during the course of its growth since 1929 Tahf lVersiflcatl ° n of its exports 
of the region's exports by major commodity groups the percenta ge distribution 

lessening of the specialization in forest orTrWt ? d Th {l S^ r ^ indicated some 
of the export base by the rise in and 1 *>"»*«*»* 
exports accounted for by products of forests THe share of *>tal 

ucts of agriculture declined from 88. 5 percent Sf * Products, and prod- 
for the period 1934-39, and to 77. 1 percent for fl,^ 9 To a o vera g e of 87 - 2 percent 
and miscellaneous contained 12 percent of total e year ® 1948-55. Manufactures 
viously this group had virtually no exports on a nTbasU 1948 ' 55 ’ Pre ' 

ity classea^ret^^^^J^y broken d °wn to individual commod- 
leadmg commodity classes. The top fuTTrZ, j COncentration of exports in a few 
counted for roughly 83 to 84 percent of totaT modlt r classes among exports ac- 

1«5. 25 The f, v « Lg.„ c “' , 1 . lh * *•*“ >’25 » 

1929, l, 16 . t*“X P '"“* « *• “•*> •» 

percent during 1948-55. There has thus hfe 934 ‘ 39 > and f °r an average of 55. 4 
ports in the sense of their concemratton inTT° * Specialization of ex- 

were changes, however, in the commod’t i ^ eadln g c °mmodity classes. There 
and in the top five. commodity classes that appeared in the top fifteen 

these data. First, "air- 

__ 8 7 nant am °ng the manufactures that are 


Land Economics (May Bc ° nomy of Pacific Northwest, 1 

teenth Cen sus of th e United States iq an^-o ’ S \ B " reau of the Census, Six- 

55Sr=s ^Hss^^v;. p r5r“i 7 y° P 1 : £. p *- j -~ 


24. 


25. 


Monthly LaborLvfl^lSH'r^ofui 11 Washington and Oregon," 
Pfister, op^cit., pp . 87-88. 



external trade and regional growth 


~ * * AAM. 

does not represent d“v«s^I«tU>I "in th^form^oTa am ° Dg & t regi0n ' s sports thus 
Second, even though products of forests have not ° f manufactu ring activities, 

among exports, within this category ££Z Stance 

products. The greater the degree If processing of *° m ° rS Processed 

tivity comes to being footloose and thus outside Hie IlT ”* ter . laIs > the closer the ac- 
ities. This shift in composition of the catevo j ssification of primary activ- 

iversification and industrialization. r y pro ucts of forests represents more 




five and primary processing activitief are so !„,„!? , • P rl manly because extrac- 
results from the popular idea of a natural line ln lts econ °my. This view 

mus stages, full development being reached with fteTs? hi d ? Vel ° pment thr °^gh var- 
mdus trial economy that includes heavy indus^v r eatablisb ment of a diversified 
west is a developed economy, for itsTer caoitl'- By ^ USUaI criteria > the North- 
marily for the market, and modern technology is^ed! production is Pri- 

industrialize 8 d. It mlghl nothlle reS ° UrCeS but stiU not become 

alization. If it cannot import the needed ™ ““ and markets for industri¬ 
es industrial products cal competein pticeZ^tL^ ‘ «»« so that 

sources may lie unused, or worse in the view If th ° Se . of other regions, then its re¬ 
used "only as isolated, individual resources (he^IT “**“*?“■ of the region, be 
H^enS m ° re faV ° rably -rcumstances 

ma ^r^ aC t^° b ^ ll< ^ d ^^ g ^^^^°^ b ®^ e ^°urces e invo < lved C ' 0nS ^^ ° f gr ° wth in 

really engaged in filling the demand for seconder 1 t primar y activities is 
ever, a region that lacks energy source!(In trade - 27 How- 

must be able to maintain large exports to pay for th^ ^ SteeI ‘ makin g materials 
ued economic growth. ^ ^ t * le im P° r ts needed for its contin- 

ways be. primarily a produce/IfTIudlTndIII SUgg * St ftat the Northwest will al- 
the region's growth can be attributed to increasITpttdu ^unary products. Much of 
non-ferrous metals, fabricated metals and m a ^- P d ° D ° f aircraft > chemicals, 
industries was in part relate! to'IhfelpaTsIo" 1 ' 1 '?^ 6 ’" 7 ' Gr ° Wth the latter two *’ 
primary processing activities, growth halblL aircra ft production. Among the 
degree of fabrication. These changes have lessened Z* Z° 3e lnvoIvin g a high 

primary products, although they have had th» / ^ reglon s dependence upon 

g 7 VC had fte greatest impact upon Washington 


I^^Ai^^dotiSrde^ilw pf!!!?! 1 ? e J eI °P“ent in Central Can- 
198. ---— -2——P ers a nd Proceedings (May 1953), p. 

27. This point is made in Kindleberger, Economic Development op . cit . > 
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because^rowth World War II and 

believe that its prospects for growth in th* • , b Ver s of the region's economy 
point out that production of seveTltf ItflLT' ™ "f n0t bri ^ 28 «£> 

to increase much if at ail. They expect thp 3 r . expor * COI ™*iodities is not expected 
national trends in economic growth. regl ° n t0 have diffic ulty keeping up with 

problems o^th^rt^ ^ ** *» -ior 

raw-materials production, a small regional market and^* agricultural and 
major industrial markets. 29 Despite thes* „ m ’ d ** great distan « from 
1929 compares favorable with the national a *° ems ’ <dle region's growth since 
areas. “ 016 natl0naI avera g* and with several other states and 


the dynamic and fast-growing ones of’aTi'La^ 0 ^ i “ dustries generally are not amon* 
the absolute growth i/populaHon income a / “ , period ' However, ‘ 

local markets for consumer and producer ’ d T ^ ^ 1929 means that the 
markets has an important bearing on the outcome ^ e gr0wn - The size of a region's 
market in the Northwest for a number of commodv . e =° n0I «ic development. The 
soon reach, the "threshhold" in size so thatT™ CU ? ler *** reacted . °r will 
serve this regional market. An example of this n °“ llc-sl f ed Plants can be built to 
of petroleum refineries in the Seattle area Oth ? enC J 18 the recen * establishment 
mg relative cost of transportation point to th tr6nds ’ Particularly the increas- 
decisions. The region's future growth will d rh J"° nger pul1 of markets in location 
of market-oriented industries than in the Jast B OiIs'd H***™*' ^ expansion 

exports and imports will eventually decline relative to regionaUncome^ ^ 


28. 


29. 


Vitaf f^^^con^mi^^rowth^fthwe^Or "“‘T BaSln Development 
1957 ), pp. 1 . 7; and Philip W. Cartwright (0ctober 

try in the State of Washington " ’ T ^ e Chan gmg Pattern of kidus- 

trial DeveiopL^l^ w^-^ 111 ^ ^£ iiic Northwest Region: Indus- 



i6. Regional Income Inequality 
and Internal Population Migration** 

Bernard Okun and Richard W. Richardson 


Introduction 

wh« ' v,d r" — 

the backward countries of the world Whil lneqUallty between the advanced and 
short time effected enormous ^prcVe^tf ^ ‘ reIati -‘ y 

ally commensurate gains in levels of livinv ntr, ° n0nilC P er f°rmance and gener- 
pace.l Less attention is paid lo the flct tLl ^ faUed to 

ly typical among regions and areas within a count’rv h T gT ° Wth rates are et iual- 
economic development. ntry, whatever its overall state of 

. “ :• nstc ini: " d "“ d ’ of ■“*' —b.„ 

....»p«,,»,.u.. a,, .iiv“Tc*.“,srt * r,dm '“ , *«■'“=» 

per capita income. A country region on a P • the ob J ectlve of maximizing 

w-p.puu».» r ,, P “,7v;,;:Ti,:;.r.‘oV,‘' a r be ~ 

contribute to , rl.. of per c.pit, income. Any W ”" W 

of course occur relative to one or more nth at- . . de population must 

ply of natural resources, the stock of caoital fh^T^ 0 variables » e * 2* » the sup- 
of the labor force. Pltal ’ th * State of technology, or the size 

This paper is concerned with the effect- ,• +. t 
inequality of per capita income. The use of Dom ,i ** ernA } mi S r ^ion on regional 

riebte i. , very convenient en^yJcdevlc.I.r ^£? " T, V “I 

effect of net internal migration i« nk • t x Purpose, for the immediate 

region concerned I n "£to assesT^° ** P ° PUlati ° n of the 

we analyze the effect of the chan-Tn of w‘ C * ° f mi 8 ratioa a region or area, 
by examining the relaHol of the few 000 ^ K *** Capita inCOme 

mic variables noted above£ 8126 ° ** ° ther relevant ««“>- 
ences on the short and tL Io ng f un ‘^’ 0 ^ ‘“““f* U “ d * ‘° draw ^er- 
income. g ° effeCtS ° n re 8 lonal ^equality of per capita 


This study was undertaken with financial assistance from the Ford Foundation. 

" and the **». in 

World Population Co^re^^f ^ 

jj>d Under-deve loped R eg j^ foL ' ^° n ° miC Theor I 

tReprinted from Economic Development and Cultural Change, Vol. 9 (Jan. 1961). 
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relationship between inte rL^Lgratfon ^nTe^’onoLTc briefl £ e * plore the general 
the extreme importance of one nlipnnm . , growth, m order to stress 

of human resources. P n0nien0n m the growth process-the mobility 

that a closed population- 

and supply model can be developed to explain the err, eS . place ' A slTn P le demand 
migration. Consider first the supply sTd^ It is &r internaI 

crease of population will be the same in all regions *** ***** ° f naturaI in ‘ 

are probably only small differences in mortality rates a^nTr^' Th ° Ugh * here 
vanced country, it is likely that regional a ;(t * . a ™ ong re g l °ns m an ad- 

causing regional differences in the natural r^rfJcMalfl^Tr**'- 4 ” Iarger > 
no reason to believe that the natural rate n r ■ Se ' There is, similarly, 

the typical underdeveloped country. Many factors*!* ^ the # Saine in aU re g ions of 
in fertility and consequent differences in Jh t, ^ cc ount for regional differences 
these are regional differentiaisTn th e ^^egteTuX^V' A ™°* g 

of agriculture vs. manufacturing activities in the ^ a "f zatlon . « the relative weight 
ulations, in the level of education, etc. These and o^T ^ COmp0s!tion of the pop- 
for the fact that some regions are auanHf a +* e . r ^ actors help to account 

cers" of people than other regions’. q IVeIy Speaking > more efficient produ- 

by shifts in the relate" importenc^oT ■“ ^ e * on ® m£ “ growth is typified 

mg, from manufacturing to services Eauallv rh ^ griculture to manufactur- 
relative importance o£ a'ctt^ttes ^ the 

textiles to automobiles, electronics and aircraft The f° Upings - e ‘ 8- ■ from 
are not homogeneously distributed geographically throu h natUral res °urces 

that shifts in the importance of different activiti L 'J ghout an econom T means 

laltive resource demands, will generally ho a •’ a j d conse< I uent changes in re¬ 
importance of different regions Econ aMOC “ted with shifts in the economic 
“«■«»»> ~p,d oh,„ g , ! ,"’■?“ “■ 

impact on the different regions within an * enerall y have an uneven 

» »»• X m r, 4 f‘“r 8 <f*«K- 

" ore g “"‘ u>r - 

labor are aalatively 

If .here n,to“7rl77 °' P<,P ” U ““ 

Of economic opportunity, then the need for internal mi ° f 1 . ncrease and the growth 
But differential rates of natural increase oa * 1 . gration would be diminished, 
population to toe op, to „ way C “L“ ..to C “"" d 

opportunity. Also, the birth rate mav ar * n0t a function of economic 

growth. Even if it did, the time lav h.J t0 reSp °. nd P os itively to economic 
labor force is longer fha n a re _ ; ,_ § • . eCn births and new entries into the 
able to wait for additional labor, i/wouw'* i^fect^h' gr ° Wth is willing or 
b -h rate to lead movements in a regions’ demtd’ £ 


2 . 


SLITb “ft ^^. the United States - see Bernard Okun, 

333T-~~ tes m the Unlted States 5i "™ i«7n 1958) _ p ’ p- 
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. ,. Far . fr ° m reduc!n g th e need for migration, regional patterns of natural 
population increase and growth, of economic opportunity generally enhanced- 

LToT » '”r b, “ ,y - ' Mu W tte h g h”; 


Internal Migration and Equilibrium Theory 

From what has been said, it is clear that population migration must be the 
predominant force making for redistribution of human resources in response to 

of thf e g t 6 ° PP ° rtUnities amon S regions. Its role as a catalyst in the growth 

of the entire economy is apparent. The major part of this paper is addressed to 
an g examination of the effect of such migrations on the economies of the "dividual 

Gunnar Myrdal has recently asserted that traditional economic theory suf¬ 
fers from what he terms an "equilibrium bias. " According to him traditional ero 
nomic theory argues or implies that movements of capital and labor (as well as 
trade) all tend m reduce inequalities of per capita income among countries and 
among regions within a country. In the face of generally widening inequalities 
Myrdal submits that theory is blind to reality, largely because o/it. use o^ea- 
Ustic as sumptions-particularly the notion of stable equilibrium. 3 

Myrdal seems to have misconstrued some of the propositions of traditional 

bod^of d a o n c d tr C ° nSeq A U rn mUCh ° f WS criticism is ^veiled against a non-existent 
body of doctrine. A fundamental proposition of general equilibrium theory and the 

theory of the competitive market is that discrepancies in factor payments caused 
by shifts in supply and demand schedules, will lead to an appropriate reallocation 
of productive factors until equilibrium is restored. In the particular case in which 
we are here interested, theory asserts that inter-regional factor mobility is a 
orce which tends to equalize prices for homogeneous factors in different regions. 

Myrdai's critique appears to be based on a confusion between the concepts 
of equilibrium and equality. Equilibrium analysis addresses itself to the problem 
of equality, but only with respect to factor payments . Factor mobility is an instru¬ 
ment for the elimination of factor price differentials; nothing can logically be in¬ 
ferred from this, however, about the impact of spatial factor mobility upon the per 
capita income differentials between the geographical units which are the sources 
or recipients of the factors themselves. In other words, while spatial factor mo¬ 
bility tends to equalize the returns to homogeneous factors residing in different 
areas, it may or may not tend to reduce the differential in per capita income be¬ 
tween these areas. Whether or not the effect is equalizing depends upon several 
variables: the income of the mobile factor relative to the average incomes in the 
regions of origin and destination; the direction of the migratory movement (from a 
lower to a higher per capita income region, or vice versa); and other variables 
which will be considered presently. Myrdal states that "according to the classical 
doctrine movements of labour and capital between countries would not be necessary 
to bring about a development towards and equalization of factor prices and, conse¬ 
quently, incomes. "4 The soundness of this observation, however, does not justify 

3. Myrdal, op. cit ., pp. 12-13, 142-146. 

4. Ibid ., p. 148. 
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the “ «** the process 

capita income. international and inter-regional inequalities of per 


equality, Myrdal n^vlrtheUss diSt ! nCtion between equilibrium and 
analysis of the process of growth- does^nt I ° f co “ slderable interest in his 
row income inequality? Myrdal asserts thatTobn^ ^denfinequlty ” t0 

S"'“" s, ssr “t- 

growing communities and disfavour the others. 5 

the 20-40 age bracket r^laH^t^tL^opulaC 8 ^^^ 10 " ° f 1Migrants ‘ends to favor 
bly would follow that migration telds Z^crT Theref °-. it proba- 

m the labor force of the receiving region and to de Pr ° p0rtl ° n of the Potation 
region of origin. From this, MyrdaUnfers th ? decr ease its proportion in the 
of the receiving region, and debilitates the 

ously misleading. Vh^beTefictHf^cts 1 Ipo"^the*^^ 1may pr ° ve seri ' 
mtgration may be exaggerated, while it mav on th reglon of a ge-selective 

gration of any age distribution whatsoever rL k , °w r hand be possible ‘hat emi- 
to the region of origin. Consider first the r ^ ^ helpful * rather than detrimental, 
there appear to be freas in the world where Ifemfr ? **“ firSt pla ~* 

zero, or very low .6 Even if all th*> -m* 4 . Tnar S mal productivity of labor is 

•h. Ub„ « „» »ZTl£ ‘ »•■»»«. .f 

i«o™, „ lghl w>u A ,: ° d income, and per 

tion-indeed, a likely consequence- is th.rr f^^ence of such emigra¬ 
tes would also tend to increase per capita incom^^-rb ^ 01 Tati ° WOuld rise - and 
sumption that when the marginal productivity oflabor * S a Strong pre ‘ 

this is not, apparently, uncommon for hJi S * 2er ° ° r ver V l°w~and 
veloped countries and perhaps even in some^ad' agr ‘ CulturaI re gi°ns in underde- 

such regions, regardless of age distribution ^iTf C ° Untries -emigration from 
capita income. 8 button, is likely to increase the region's per 


5. Ibid . , p. 27. 


~ gb l em r S ° f CapitaI For roat i °n in Underdeveloped Countrii 


7. 


value of capital goods per worker of al l ly Wage rates and the lowest 

"Agricultural Wage BelatioTsMos r ~ “ the U " ited States ’ Cf - 

Economic Statistics XVIII, No. 7 (May, g i r 9 a 3 P ) lCa 74 Dlfferences » M of 
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sas ?- —- • ■: tar- 

M».t .f the ra ,"„«, p i°ro?Su bi h insf ri i ,h * *«. 

factor will of course tend m j ™^ ried > a nd have or will bear children. This 

jsktr«" - sr:::rr:=^; - 

“UT.rS. 0 '!“ VT 1 ** 1 ” M '” ,h * «■— 

run. have a saint*rv off* + ^ U * Such a conse< l uenc e would, in the short 

from too high a birth rate. gncuitural regions, to be suffering 


The Model 

ments ^V/nT" 6 * eCOnOTn Y- not object to international migratorymove- 

and tenant a S rf2?h i° Ur ^ leB0 ‘™ eS of re g J ° a: (U low per capita Income 

income and growing (Lof wdShSh” 00 ” 16 (HSh (3) l ™ P6r CapJta 

g g iJ-itor), and (4) high per capita income and growing (HG). 

, a f OI ”f elaboration of thes e concepts is in order. A "stagnant" region is 

cleLel^oIr'c'a 00 : * W “ Ch *"* ° CCUrS > ° Ver ^‘-ly Uttle^r no 2- 

there is sustained 's e"? 3 ™*’ a gr ° wm S region, correspondingly, is one in which 
re 1 i improvement in per capita income. Growing regions 

and changes In^ araC erized by advances in productive organization and techniques, 
‘ S “ h "“““««■«« «• typically tockto, to 

of growth "J 11 ® 11 '' conce P ts are of course concerned, not with the rate 

of growth, but with the level of per capita income at a point in time. A low per 

comoarT s C o 0me -r i ! gl r aS ° ne in which ? er capita income is low by 

some med * regions in the same country, and/or by comparison with 

1 ™ If Per , Capita mCOme level Prevailing among advanced countries. It 
income g Per CapUa inC ° me regi ° n iS defined 80 ^ comparison both with 

amn i I s m ° i 161- regionS of the same country and with some median~U^el 
among the advanced countries. (The latter conditioS^Takes it possible that allrre- 
gions in an underdeveloped country may be classified as low. ) 

In the United States, to which we shall continually refer for illustrative 
purposes, the Pacific Coast would be described as "high growing" (HG); parts of 
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s -*-« glon (P ,„, c „,„, r 

ing" (LG). g (XjS) ’ and Texas and North Carolina as "low grow- 

- * T ?*■ “ — 

cause or nature of migration between similar region! V- «. * dl8Cerned “ the 
gories, the direction of migration can theoretically vary in^el 


I. 


,LG 

LS to~^HS 


HG 


LS 


IL L G to^^HS 
N \bG 


'LS 


HI. HS to^LG 


,LS 


\ 


IV. 


‘HG 


HO / 

HG to^^LG 


HS 


MS ? U ' V «’“■> ~.P*« * ~«p.- 

The Low Stagnant Region 

glon w i ll tentT to Up eri ence^ nelo u tflo^ ^ *««“*• fte l °" Sta ^‘ - 

there were 442, 500 native whites who wire born tnM^ ^ f ° r exain P Ie ’ 

where in the United States while rt, b Mississippi but living else- 

wm.„ , Mng wS, w ^." b r” " “t “r “ ,y 

Of the in-migrants in suchTa case does not “ 0ther states - Assuming the quality 
migrants, we may treat Mississiooi as a ^ substantlall y froi » that of the out- 
cerned with it as a recip^t stateAs ? state, and need not be con- 

we shall regard the low^tlegfo^^ ~ 

region, it is necel^Iy to^Ve^fy^ertei* 8 if ° Ut ' ni . igration from a low stagnant 
In both developed and underdeveloped coOntrleT^stellln^ 1 ?, 1 ° f SUCh * regi ° n ' 
come region is generally agricultural La hi! ■ I gnant and low P er ca P ita in- 
production are used, capitalTnd mil Lab ° r - mtensive methods of agricultural 
arable land tillage ii low. Oil!JV t “V b * lacking * and P« capita 

tivity of labor which typically prev^s^n s 6 h ^ e * pUm the low mar ginal produc- 
extreme case, that maraina 1 j .. • uch a region. It is conceivable, in the 
unemployment. Such a fonditkil U h 0 lVlty °* ^ ab ° r U zero '- the case of disguised 
in underdeveloped countries This W6Ve J’ ls much more likely to be encountered 
high fertility rate and natural rate ofTn! 1^° “2° ^ & r6latively 

excess labor supply, militates strongl^avlr 

8 ' and ^onomic Growth, United 
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that any migratory movement at all takes nlar-e T* , , 

SetrfamilS 4 be OUt ' m * grati °» wU1 consis ‘ primarily of unskUUd labo^ersTnd’ 

.1,, fo , a, „ „ « vld „, ttat p „ f'““ 

SSiS— 


The Low Growing Region 

• The CaS f ° f the re S ion with low, but nevertheless growing, per capita in- 

whether th^e^ Uk^^mT ^^* 6 ' 1 ** T ° begin with > the i«ue of 

tut ifa “ a 1 k Iy ‘ be net ln-mi gration or out-migration is not clear-cut 

Iow C vr? P ^ eCOn ° mic status of °^er regions of the country. If the 

low growing region is part of a country which is otherwise typically lo/stagnant 

then it is likely to be a net recipient of population. This case is, of course ruled 
out for an advanced country, which, by definition, must have at least one advanced 
region. For some underdeveloped countries, however, the greatest economic o 

pienTof o' Tr‘^ “ ** l ° W gr ° Wing region ' tending to make "tT reef-' 

maf he P P . atl0n migratl ° n - 011 the °ther hand, in the advanced countries there 
Y. . re g lons --presumabLy high growing--which provide relatively greater eco 
nomte inducements than the low growing region. In this case, the lltfer might be 

i ri" 5 -^ P ° PU On ’ th ° Ugb n0t to 80 ® reat extent as the low stagnant re- 
gion m similar circumstances. ^ ® 

„ . ,. Let u ® ^ onsider the case where the low growing region is a net loser of 

population. It is now necessary to distinguish two patterns of growth that mav 

Z-'T' T ‘ hl ’,” glon - Th « p«w... p thMy 

this sita^ mp h’ 0101:6 ca P lta l istlc techniques of production may be employed. In 

hf amount f’ , 6CaUSe C , apltaI Serves within wide limits as a substitute for labor, 
the amount of labor employed per arable acre of land will decline; and because the 
available quantity of land is relatively fixed, a decline in the population and the la- 

e°th f03 fh e a l a reSUlt ° f out - mi e ratIon wU1 probably not have deleterious effects in 
ither the short or the long run, upon the potential economic growth of the region 

n e contrary, a reduction of population will probably facilitate the introduction 
of more capitalistic techniques, and accelerate the mechanization of agriculture. 

A. second possible growth pattern involves a shift from agriculture to manu- 
facturmg production. Assuming that this is an agricultural region with a high la- 
bor-to-land ratio it is unlikely that investment of even a relatively labor-intensive 
1ST? wlU sufficiently great in the early phases of the shift to Ibsorb fully the 
ss population of the region. Furthermore, it is probable that population will 


9. or example. North Carolina, with a population in 1940 of about 2.5 million 
native whites, had a net loss of 81,600 native whites between 1940 and 1950- 
_ ississippi with about 1. 1 million in 1940, lost 94, 300 in the same period. 
Data from ibid, , I, 162, 185. p 
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because ° f 

such situations. Hence, it is iikely that a sufficiently UrgeUbo^fo ^ 

- -inf £r." ^ 

*« “■»• “■* "- 

the question of whether there would bj not out-iolpKJu'ta'uirto Ev “ 

Such a situation could prevail, however if the-re => n ® run 18 111 doubt. 

Which offer even greater ^ 

and per capita incomes are higher and/or thov t, 6 growth rate 18 higher 

Iation increase. If out-mTgratTon^houfd indt J l * l ° Wer natUral rate ° f P°P- 
it would prove harmful to the region of or' • % j C °if mUC ° Ver a P rol onged period, 
kept the long-run actual rate o f To W a of ZV s ^t ag es developed which 

^e of growth. The posstou£ of ll^or shornges^s" ^^ 

tion is accompanied by the secular decline in the birth „!! ! * the ° ut -migra- 

a transformation from agricultural to ma nu f ac turL g LuctuTe! “° 

any thTg^o Uted to begi “ 

as well as the long run. But this is an unlikely casl It i^do h^L " 8 *” the Sh ° rt 
gion, with a limited labor supply would attract ™ ' t ^ , doubtful that 8uch 8 re¬ 

even if it did, the marginal productivity of laho ^ rm g activit 7- Moreover, 
tt. region would prubub.yb.uou,. » „« I?p 0 ^l'«i„“.* d * 8 ”' 

u *•“ »«»■ 

loped countries, which consist predominantly^ either ^ “ underdeve - 

regions, the low growing region can be expected to be a nlt’reri"^* ^ gr ° Wing 
Even m an advanced country if a L , net reci Pient of migration. 

fi.i... ly » P id, r ,, ,„ g . ££ 'Xo P f " •”*■»« . 1 - 

hi the United States, for examole nur.^ui 1 • U m aet ^-migration. 

to n tl°tt he na y° naI aV6rage in the> P er iod ^^l^l^and h^Ue 76X18 90 P6r ' 

*° that time. As a result of its rapid growth rate Tetas J 1 \ growin g rapidl y 
characterized as low growing—had Texas --which would here be 

tion. It is possible, lerefore, ^t a low grow ^ e .* perie “-ng net in-migra- 
Texas, more than offset its population losses toXT ^ Y ’ ^ ^ CaSe ° f 

regions by gains from low stagnant regions. ’ P61 " capita income 

.«uh r d. 7 “d“u £ *° -* ^ ■>< 

regional investment and the availability of land * 1 *£ lgratlon rela tive to the rate of 
in the shorter run, when caoitol ^ °k, I m ° re UkeI y to be harmful 

absorb the suddenly enlarged population w>h available m quantities adequate to 
migration may prove fruitful for the , e P assa ge of time, however, in¬ 
to use the new arrival.^efficiently ^ eC ° n ° my ’ &S U bec °™ 8 better able 

Whereas the propositions concerning u™ 

Migration recipients are relatively straightforward, 


10. Data derived from ibid . , I, 753 . 
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»•—* * — 

tion only in advanced countries In *i ! y experience out-migra- 

r benefiCial ’ eXCept *» *•'specifcfs^^e' 

per capita income. But if the chanses ar» r>, a • I te ° f gr ° wth of regional 

from agricultural to manuflcturingactivtythen' t" * * ^ift 

will deter the rate of growth in the® long -n. P ° SSlMe ^out-migration 

The High Stagnant Region 

high pa^a^h^ «? distinguishable in the 

of growth of income has mafkelly Jeclined! T £ JcL/isT^ ^ ^ 

come region which continues to grow at a rapid rate. Sh ^ Capita m ' 

d«.= , ,»d th. failure of a .pfflc/Jt ,™te, «w,r»d "„‘2r£“ “ “a''"'. 

to appear. An obvious empirical examni* t . P dly growing industries 

Eapiaad. Tb. d,c»„. „„ 

gion was a prominent factor in its economic retardation an* * ° h 6 ‘ 

offset by the appearance of ,leo„ouic and othe“f"™ I * ”! 7“ y 

•he region have over a period of year, e.p.rie.oed , tt ^“„n. U ‘ 

m oou„,“:th*T,s: h,e 

tunity from the high growing regions is likely to more than offset a^v^n™ 1 *- ° PP ° r ' 
wh c h originates in the low stagnant or low growing regions Ther7aSTSET 
of forces operating in a high stagnant region which ten! to push peopie in the direc 
ion of high growing regions, and. which act simultaneously to thwart in-mtration 
from the low per capita income regions. Why is this so ? g 

the inhabiWs b of fh° b r rVati0nS C “ ^ raade concer “^g the characteristics of 
the inhabitants of a high per capita income region. First if a hitrh 

elsewhere is offering improved economic opportunities-^s is 1^ to T ircl": 
many residents of the high stagnant region are likely to know about it In tS s re^n 
as contrasted with low per capita income regions, the communication of JiorMon-’- 
n this case concerning job possibilities elsewhere--is likely to be relativelv eff • 

The educational standard of thb population of a high 

mation media such as newspapers are relatively better utilized than they are in isola 

*•——* - 


“■ K " Ei,,,i " a; c ‘"’ swaT nf ■" 
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areas of opportunity, whereas migrants from regions of the ft T 7 Bew 
likely to find such resources unavailable Finalfv the former type are more 
income potential migrant would tend to strengthen axe d^S^fo h“ mg Mgh 

high growing regions, as compared with the sTrvictof "tints *“ 

pita income regions. migrants Irom low per ca~ 


to hig h 

domijiantly^inT lov^'income^retiionsthowever'^ very fac^of 

despite high per capita income, the r^Tn dot notTffe^suff impUeS ‘ bat ' 

nomic horizons to attract large numbers from elsewhere parUwUrlv *r i '“ g ^ 
pared to horizons in high growing regions Ev™ u ' partlcularl y when com- 
high, its composition mt/not beVud as to -^ b * 

For example, property income per capita may be reUttX MA 
regions. Many families accumulated wealth in earlier perfodsthen the i 
was economically dynamic. Although the rate of e-rowth of . egion 

dined, these families are still receTving ret r ns forlheir^ ^ ™ ^ 

the forms of rent, interest, and dividends, all of which contribu“ 
capita income. But these income components protde j ^ p6r 

tential migrants who would be unable to share in it. 4 t0 P °~ 


tt • . “ ° mQy OI copulation Redistribution and Economic Growth bv the 

University of Pennsylvania provides some interesting figures bearing on thi * 7 
ment. The data in Tables 1, 2 , and 3 are for the period 1949-195 Z the ZLT 
States, and are taken as percentages of the national average.12 mted 

Table 1 ’ Property Income Per Capita in the United States. 1949- 1 Q 51 


Maine 

New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 


(percent of United States average) 

105. 0 
111.9 
96.8 
131.4 
118. 2 
174.2 


Table 2 * Service Income Per Worker in the United States. 1949-1951 


Maine 

New Hampshire 
Vermont 
Mas sachus etts 
Rhode Island 
Connecticut 


(percent o£ United States average) 

82. 8 
82.9 
81. 1 
102.0 
93.4 
109.6 


12. Data derived from Lee et al. , 


°P» cit . , I, 253, 754, 757. 
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It is interesting to note, from Tables 1 and 2, that in New England proper- 
ty Per capita is greater than service income per worker, relative to the 

United States as a whole. This indicates that property income accounts for a lar¬ 
ger proportion of total income in New England than in the United States at large 
Moreover the near-average figures for service income per worker in the three 
southern New England States suggest that these states really enjoy their high eco- 

Zrne out h $ £ Z* ^ ° f * e pr °P erty c °™P°-nt of ft. incomf, as is 

borne out by the figures on total per capita income in Table 3. 


Table 3. 


Personal Per Capita Income, 1949-1951 


Maine 

New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 


(percent of United States average) 


• ^ ^ n ° I the i r factor that is probably significant in maintaining for a considerable 
period the high per capita income of relatively stagnant regions is the occupational 

wUl^robabl h rr:r n - . A lengthy previous history of growth and high income 
ties vl regl ° n With an e “dowment of superior educationfl facili¬ 

ties. In addition high incomes will have permitted the inhabitants to postpone en¬ 
trance into the labor force longer than would otherwise have been poss^blef mean¬ 
while enabling them to acquire additional schooling and pre-job training. For these 

tativelw’ 18 Pf° ba t> le that, on the average, there are in high stagnant regions re- 
iatively more labor force members of professional and skilled status than tn low 
stagnant or low growing regions. In such a region, there is also a greater demand 
r such workers than in regions of low per capita income. These factors taken 
together, provide further explanation for a current higher per capita income in the 
high stagnant region. However, such sources of income would, a ? s in thepret"ous 
case of property income, fail to provide inducement to the potential out-migrant 
rom Io J P er capita income regions, who tends to fall in the unskilled, or at best 

ta orovide ' a ’ C Tf 01 T Neither r high P r °P ert V nor high service incomes per capi- 
ta provide powerful inducements for in-migration. P 

®° me in -migration into high stagnant regions may occur, nevertheless, for 
different reasons. Potential out-migrants from low stagnant or low growing re- 
gions might find a high stagnant region attractive because the services offered by 
state and local government, particularly in the areas of education and welfare, may 
far surpass those available in the originating regions. There may, too, be a fairly 
substantial demand m the receiving region for certain types of service--for exam¬ 
ple, domestic help-which can be met by the untrained migrant. In general, how- 
ver limited opportunities for the relatively unskilled laborer in a stagnant region 

s! gn^f fc antlevels? UITlerated ^ Wl “ P ° pulati °* *o in- ’ 

.. On balance, a high sta S nant region is likely to be a net exporter of popula¬ 

tion. Aside from purely quantitative considerations, however, some extremely 
interesting consequences of a qualitative type may emerge from this case, which 
makes madmissable the analytic netting of inflows against outflows. Consider, for 
example, the question of educational selectivity. As noted earlier, a region of his- 
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and potential productiTit^thaTtiT awagef^aJco^™ a, 1 ** ° f h |e he ^" < l uaIit y" 
«™«. the existence of a population of this educaTora ^I ! wh . ole * A * the Same 

ss^. r s r.rrr, - at 

than the average for the region given Hi* °. 6 ln m *grant will be lower 

"quality." This will necessaril’vTeduro presumptl ° n that he tends to be of lower 
Secondly because this is nnt • 6 avera S e income of the recipient region 

bly fall as a r^lt of ^ °"*<> will probT- 

tend to diminish the marginal productivity of^heYe^lTss^^o/Lbor 0 ^^ ^ WUl 
increase in the numbers of lower-quality workers H™ u ■ 1 b ° ’ Thus > any net 
have a detrimental effect on per capita income n Sh migratlon wlU probably 
ther or not an increase of population of this category wUl^esuulrlm ’ ^ 

be higher Than thST/the in-m^grant^hT 6 iV ® rage * uality of the out-migranT^m 

or may not exceed the «*-“»««*• ™ y 

stagnantTegion TuiTperatTu^on^peTcapitT^iTcome^fTTT^ 6 ^' ^ 1116 Hgh 

ward direction as the inflow of theTess skilled a * «, - that r . egl ° n m same d °wn- 
tion of the average productivity of the rem • • ’ * lr exo A ls constitutes a reduc- 
taken together, point to the conclLTons tha^T® P ° pulati ° n - The *e considerations, 
trimental to the per capita income of a WhsT r 81 ^ 1 “ igration will prove de¬ 
lid for both the short and the long run a 8 •^ gna “ t reglon - This conclusion is va- 

region. l0ng rUn ’ aSSUnung the persistence of stagnation in the 


■™= ? T‘ b " -■ 

the decade 1940-1950 significant™* + six New England states had, in 

significant change. Connfcticut^ aTfreT T' * IsUnd there was «> 

in-migration. This exception, however strengthens’ j; Xperienced si^ificra.nt net 
As Harris has noted, "Connecticut with its “ gthenS , the ar g u ™ent presented above. 
States and its concentration on thriv’ & T l ° S * relatlons wlth the Middle Atlantic 

therefore, should not be cL d a , v w” 1681 ° f the re S ion - " 14 This state, 
prising that it experienced net in-migraTion. ^ “ iS therefore not sur ' 


13. 


°umniT S TenTrnTom g thl n deTlet° f ** Wgher-quality labor will pre- 


14. Harris, op. cit . , p. 73. 
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Table4 ‘ g£*>tercensal Migration by Nativity and Race, for the N*w 




England States, 

1940-1950* 



Native 

Whites 

Negroes 

Foreign-Born 

Whites 

Totals 

Maine 

New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 

-41,600 
- 12,600 

- 25,800 

- 73,800 

200 
49,000 

- 100 

300 

10,600 

1, 200 

13,000 

3,900 

3, 300 

2, 000 

33,600 

1,700 

27,500 

- 35,800 

- 9,100 

- 23,800 

- 29,500 

2, 700 
89,500 

Totals 

-105,000 

25,000 

74,000 

- 6,000 


The data are derived from figures in Lee et al. , op. cit I 
119-21, 149-51, 154-56, 174-76, 199-2017^4-1?^ ’to-’ 
tals do not all check because of rounding. The figures for 
the foreign-born include international as well as domestic 
migration. 


b 7!; kdOWn ° f Table 4 also su PP° r ‘s our contention concerning the "qua- 

landTexcTpffor ^L Char t aCt tr ZeS migratl ° n “ hi « h sta g nant a ^as. While New Eng- 
, (exce P t for Connecticut) experienced a large net loss of native whites it gained 

pationaTstat 6 ° f forei S n - born whites and Negroes. Presumably, ’the fccu- 

thanThat of th S 7 7^ inC ° me of the native white out-migrants was higher 

ores-flb f he fo . rei ? n ' born and Ne S ro in-migrants. This undoubtedly tended to de- 
press the per capita income of the region. 

• however, be incorrect to conclude that migration is an important 

prime cause of the plight of a high stagnant region. In the main, causality runs 
e o er way. Because of the failure of old industries to grow rapidly, and of new 
nes o appear, growth rates have declined. It is this which causes the migration 
streams to behave as they do--contributing to, but not initially responsible for, the 
impairment of the region’s economy. 


High Growing Regions 


Finally, we must consider the direction and effects of migration for a re¬ 
gion characterized by relatively rapid growth of per capita income, starting from 
levels already high. It should be immediately evident, from what has already been 
said about the low per capita income regions and the high stagnant region, that the 
high growing region will be a net recipient of significant migratory inflows. Ail of 
the other regional types are likely to be contributors, in one or another degree, to 
the population of the high growing region. Because of its level and rate of growth 
of income, there is in this region a substantial and growing demand for labor, thus 
creating a wage structure which will prove attractive to labor in other regions. A 
further attraction is the educational and welfare facilities made possible by the al¬ 
ready high per capita income. 


The long-run effects of migration into such a region are fairly clear. This 
region is characteristically composed of relatively youthful industries, growing at 
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a rapid pace, which have located there for 

This is a region in which the birth rate (and hence c ° nornic or other advantage, 
will be relatively low, particularlv in cm h ^ natural rate °f increase) 
of more backward regions. Typically asubst^r^ ^ l ° W - income ™ral areas 
is required to facilitate the long-™ e ’ a ^ on 7 population growth 

ull potential. In the absence of a high rate of t, e re g l °n s industries to their 
1 .... partially fs,m„ m . °, 0 * ^ ia- mlg r M1 „ „ 

levels of per capita income. long run ls conducive to higher 

The situation is less cl^ar in fT-n* 

skilled and semi-skilled labor mainly from^T*’- The e ntry of quantities of un- 
could in the shorter period have a depressin eff^ gl ° nS ° f low per ca Pita income 
an arithmetic proposition to which we have alrea^ m* ca P ita income; this is 
whose average income is below theZeZ e -„ Y These migrants, 

m the short run to lower per capita income for ^ the . receivin g region, tend 

For example, the influx of population into the <• i r * ceivm g region as a whole, 
probably had a depressing effect on Michigan's Michigan in the 1920's very 

cade. There were about 550 000 net ■ ®. per ca P 1 i' a income during that de- 

1930 , representing about percent of^T ^ 8 7 ° ** '*** iSf 2 d 

cade, which was 3, 769, 900. Of the total - Verage ^ Il ^ hlgan P°Pnlation in that de- 
gro, and 224, 000 were foreign-Urn.^ TW™ ^ iafI ° W ' abOUt 86 > 100 — Ne- 
fer, either unskilled or semi-skilled and «,• P ro P ortlon were, we may in- 

effect on per capita income" 1 " SkUled ’ ^ ^ probabl y * a <i a depres sing short run 

.h», thu , p di V ,‘, c ,t c „ a “‘; y r * lop ' 4 T » »* «•- 

tal-output ratio is relatively high and awa f Sectors > where the capi- 

output ratios, the short run effect of thl hel^ ° a =«vities of lower capital- 
However, this may have been partially orwhTllv We been ad -rse. 
other regions which had been attracted bv Y * Capltal ilnflow f r°m 

mobile industry. a «racted by the economic prospects of the new auto- 


it is evident that the subs^quen^ ohe^^^ 1 *? lpa ‘ Ct ° f this mi gration of the twenties, 
the consequent growth of the state’s p^cLit^ 01 °* ^ autcSmobile industry, and 
pon this influx of unskilled labor from other mcome ’ were directly contingent u- 
htghlighted by the fact that the natur^ ^ r0le ° f “Ration wa. 

riod was relatively low. increase m Michigan during this pe- 

relation which^metime^exists^etween^nigrat' 16S * **** U P ° intS to a close 
me technique of automobile production could r tT *7 tecimolo SY- The assembly- 

the economic r op S portunUy n gener^ed by^h Y ^t labored 


.=.no»y.... po „ lblb by y ; "■* ,h * 

-- — ■ __ _ _ ® n tiie role m-migration again 


15 ‘ Lee , e .t al ., op. cit . j i57_ 15 o T . , 

sons coming to Michigan directly from fTei^dZ'^ ^ inClUdeS ^ 



INCOME INEQUALITY AND INTERNAL MIGRATION 3 17 

being highlighted by the fact that before 1940 the ferMTiHr ■ .7 

mong the lowest in the nation. femlity rate m the state was a- 

per =.pL Sr. 8 r r r°L r sr„r^ h r “ ■» 

• b.b.flcW on ft. re g ,„n “.cot“p Z ITp’ttr.h. ‘t'ot"”" “ 

sustained growth. 7 P ovides the labor required for 


Conclusions 

*"*“ d P ; 0l “ b 'r “ '“8 run p,ov. b«rflcl.l « .tt.tottbelttt.t' 

Of ft, r.gloL, To ,L1 t"rt ie°, r :.u" “ r “: 1 8 ” wa 

acceleration of the growth rate ^ r y be either retardation or 

lorg^wing^ons 0 ' *“ P " 

A. second important stream of migration flows from the low stagnant to the 

litV' <in°7e mg reg f°?' In thC short ' run - the inflow of persons of probable "low qua 
tends to dl educatlonal and occupational status) to the high growing region 

tends to depress per capita income there, while the outflow from the louf stagnant 
reg,on reduces its excess labor supply, tending here to raise per capita income 
is evident, therefore, that m the short run migration from low stagnant to high 
fun W ho g regIOnS K WiU tend to nlrrow inequality between these regions In the loft 
region Tilth^ TTT “** in - mi S ration Probably is of benefit to the high growing 
per capita fnTome 6 ^ C ° nCluded regarding the effects upon inequality of 

A third important migratory stream flows from the high stagnant to the high 
growing regions. It was argued that the out-migrants may tend to be of relatively 
high quality in terms of occupation and education; hence, in this case, quality de¬ 
terioration m the labor force of the high stagnant region is linked to q^U^mp^e- 

Tulteldm T ° 7 e f the high grOWing region - Jt follows that this migration 

Ttagi^t and ^ g rowin g inequality in per capita income between the high 

stagnant and high growing regions. * 

tv" lahn 1 * r S t° r ted that there may be SOme mi g rati °n of relatively "low quali- 
Svelsllv Ilf ” 1 I Z ! gnant ‘° the high sta g nant regions. Hence, migration may 
^• a ^ feCt the hlgh Stagnant re gi° n tn two distinct ways--through a loss of re 
U ,v.l y h.gb-pc.ducw.y ut»r .. ft, b.gh „™ to , „ a th „ 8 “ ““ 

relatively low-productivity labor from the low stagnant regions. 8 
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Finally, a migratory stream may flow from tli» i„ 
growing regions. This case is the most difficult to ^sesT . gr ° Wln S to the h igh 
on per capita income inequality. In the short i- ni *.*. 111 terrns of its effects 

butes to lesser inequality. This is based on the ^ 1S m ° ve ™ ent Probably contri- 

high growing region, thus tending to depress per el f Productivity of the 

hand, the out-migration is not likely to prove det • ? * 1 J lcome - ° n the other 
gion, particularly since there may be a partiallv c^' * 4 ° ^ IOW growin 8 re- 

stagnant region. Moreover, in the short run with liLted ^ fr ° m the low 
low growing region is unlikely to experience ; relative scarcUyo^ ^ ' 

What should now be abundantly clear is that ™ 
formulated concerning the effect of internal mitrratm g n6ral pro P OSltion ca n be 
capita income. Any general statement such af M ^ regl ° nal / n equality of per 
tion widens regional inequality based as it * . yr al s conclusion that migra- 

is not valid. As we have sho™ the effect on 7 ^ argument, 

of the migration, on whether one considers thesb^t ^ ^ epends on the direction 
ther the country involved is advanced or underdid 4116 l0 ” g rUn ’ and on whe ' 
Oiese factors are specified, there are import Veloped ‘ And even when all of 
terminate. ’ are l “P° r ‘^t cases where the outcome is inde- 
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in 1900 it stood about 5.5 per cent; but by 1950 it a i j 

In view of the great increases in world .foSiLdready exceeded 13 per cent, 
changing proportions mark an enormous °T er thls P eriod * these 

contemporary (if not exactly “modern”) Sy^olkV abS ° 1Ute numbers of 

lOO.o’J?” l^oTer^^eterhatVSo T P ° pulations °^r 

nearly 50 places with populati^exfeed^ OOO^onn 19 *° there Were 
none. Nevertheless, of the great cities todav'“^°i 00 °C. “ 1800 there were 
in countries whose level of socio-economic de ab ° Ut half • • • are located 
approximate that taken for granted development is high enough to 

mere presence of large cities S a rL,“ a Writ6rS on Nanism. “4 The 
existence of a developed economy But°it ^° eS n0t ' therefore , ensure the 
economies do not occur anywhere’in th» ^ ^ ° lear that developed 

population, specialized awJTfrom subsisted ^ lth ° Ut . the P re sence of a large 
“hierarchy” of different-sized c ?ti es r ‘ 2 V igrlCulture ' aad residing in a 
tan centers at the peak to a broad base °T ( ° r m ° re) metr opoli- 

less than 100,000 inhabitants . 5 f d “ atld small-sized cities with 

^veloped^reas^fhe^efore.^hat^ud^nr^ o^eMno^ 3 * 0 ^* th&t ° f the under ’ 

the question whether there can ever be wid1,1 T develo Pment have raised 
concomitant growth of cities. We tool of co “ dustriall 2 a «°n without 
a few large centers may develo^in a ^gL ^ho,’t ^ ^ Same hist °^ that 
tion Many questions follow from these initial Jlfi * !f y marked industrializa- 
relation of urban develonment m • reflections. What has been the 
Of! he ■>•/" w * s 
development? Did the economic advantages^ k mg T edient of industrial 
always outweigh possible disadvantages ? ?e ^ urbaa -^^i^ concentration 
a dynamic force making for socio-economic change?' “ S ° me W&y generated 

haps, too obviluTro riquire^rthe 011 betW ® 6n “dustry and the city was, per- 

“ ham,. T „e ?£”’ ,mM * W«£L»- 

m the groa-th ami refinement of trLsportatinnT , w ^ re P*»*lve incidents 
plosion of the second haif of the T “ rb “ 

- —. __ ^ Was seen to stem directly from 


w Lr?, Ees “" b - ~ 

~ -gE^ss Report (mimeo, March, 1952). 

(4) N. Rogoff, “The Universe of Pitioc q -n 

Bureau of Applied Social Research ‘ CiTcmhie''!!” 1 " 1 ,”' Co ”' Id «™Honc," 

ufhaniaation, 

cities; “ E°SmiS!^r5 ilnban'llicra '““‘“'S 1 Interdependence among 
Geography . XXTy (1944) 41 _ 51 . j Hl ® rar chym England and Wales,” 
E^o^Geog. Rev XtIttLL^ , BrUSh ’ The Urban Hierarchy in 
number. -*-^ (1953 ^ also the paper by R. Vining in this 
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improvements in communications which served tn , 

tunities in locations which offered the greatest cost economlc °PPor~ 

ment. processing, the distribution S go^i t“ordS?f ,T“ " Si“ 0r ~ 

sssstsssssa. 

tiated but closely integrated system of local specialization. 6 * 

munSio^Xed of — 

its very completeness militated agLst^L develop^ S 

i^nI a t ry V PerSPeCt . iVeS - “ mUCh WaS learned about the city, much that was 
important economically tended to be overlooked Even thJ' - t , 

times neglected the “economic base' nn ltt th , Clty planners so “- 

munities would ultimately stand or fall As Cn h eU T ealgns for better com ~ 

ss 

selves in a more disinterested way often failed to appreciate the intimate anH 
IZ f M h TT °l urban nucleus to environing economy. To be^ure !he 
to e!ucTdate thf T- geo f aph y and sociology at Paris and Chicago did much 

elucidate this question, but cooperation from theoretically-minded econo- 

hnn.L oXi..rSio?.™"’: * rChi, “ ,S - ^»ogr.phors, 

AH of this work was valuable but it did not, of course, concern itself with 
the role or significance of cities in the economy. Locating theorist sandllnd 
economists eventu all y threw more light on this problem; but they rarely went 
on to link their discussion of spatial factors to the more complex phenomenon 

lishednSds signified, perhaps, that, though there are estab¬ 

lished fields of research m urban sociology, urban geography, munici D al vovern- 

way TeeXre^aTuawXem ** StUdi6S the City in a ^“Prehensive 

y. nere are valuable items on the economic growth of particular towns the 

ta, T!, 1 "* 1 C ‘ Ue * ““ provWed * Ph11««ge to UsforUu, 

but, to our knowledge, no systematic study has ever been made of the role of 


(6) F. Ratzel epitomized the process in the phrase: “Der Verkehr wirkt 

(7) G. Logie, Industry in Towns (London lostn nn lq _ 9 s. w ^ m.*-. 

Cities Are AbnormZw N^n 0 kla., 1946). * Petera °n, ed. 
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zzzzzsssz.'r “ ta *“ y '* e " a,6d - iei 


2 - The Present Approach 

Though this paper attempts some appraisal nf th* * •+. • .. 

evolution of the economically advanced Seas it is It ++ ° ltleS m the 

f ” s ^ 

bring some patent formula which enables them to fill e^ist^a iT^ 115 ^ 

fxeld - from human ecologists and land economists to teepJrl^ZaT^es. 

urbaiSsto^ C Th 2 a V!! e SPeC ' al f ffiCUlt y ° f generalization in the field of 
to increase economic efficiency’: T ° rder 

rr£--s p^sssz^r- 

conditions. Thus at various times and Disc P ° S *5 * dlfferent set of optimal 
•ad secular administration, communic.?,w’drfm..’'"' ,or rell « ious 

community purposes in addition to economy ’ Each city hTfaLt 0 ^” 111 

al^ev” Sf onSr 8 ? T* ~ » 

product of its individual history and circiSt^.'TYclt ° r 

p""2rrL-ri“ a ™ 

^^•eS^iSSns 3 

in the *"» <“”»• “*««•>» »»lible 

^£Z£s£r-i=~ 

thingLre -y^faT^ Some- 

ThenconomTcnisffi 1106 analytical schema dra ™ from e^ono^ic^o^ 

tially relevant factors 3 ^!!^ 7 sometimes be in a position to emphasize poten- 

within the more rigorous confine^T^ gr °? vth which are not readily treated 
c ngurous coniines of economic analvcic t« _ , 


(8) 


=f~=4 1 - «”■> “K,£ S^.?eS," nmes 0 ' 

- or a discussion of urban bibliographies and historiography. 
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to such a reconnaissance as this a certain tactical license must be assume* 
m order to speed the assault on the final objective Thus I did not Urmor i 
o,er v«,d o, drfiM.io™ but prod Jdrf , „ EE 2 E' 

the me "of 3 S °. Clology ’ geography, and economics which might bear on our 

theme of cities and economic development. Two promising lines of anoroach 

were revealed Thejirst was to consider urban-LustrSg^h a^hase 

in the history of culture, as a cultural process . The second involved looking 
at urban-industrial growth as an econo mic oontin penoy j e as mee tincr f„„!L 
mental conditions of economy or as realizing certain Iconomic optima. 

J he second Itoe of approach is familiar and more or less self-exnlanat«™ 
J h . e flrst may ° ause some difficulty. We will follow E. B. Tylor’s celebrated 7 * 
definition of culture as “that complex whole which includes toowiedge belief 
rt, morals, law, custom, and any other capabilities and habits acquired bv man 

i S i a iTtmplTes° f that Ciety H ^ ^ - not^Sit^S ^tcT 

all It implies that modern urban-industrial society is an integral whole in 
which modes of life, values, and typical socio-economic relatSnships form a 
istmotive cultural pattern. A cultural approach has several advantages for 
the historian of the modern city. It enables him to treat the rise of an urban- 
industrial society as a whole, in all its interrelated aspects — technical 
administrative social, economic, intellectual, etc. He can hope to avoid the 
orst errors of mechanistic determinism, since technology, ideology and 
socio-economic institutions are alike integral parts of the cultural who!f Such 

:rr u eems partlcularly appropriate in an evolutionary, historical S 
study, for culture is a continuum of many interacting elements — ideas and 
behavior, symbols and techniques. It is a process sui generi s a cultural 
ordered and transmitted whole. 10 -*-' urally 

I shall first establish criteria of “economic progress” and develoD a 
general hypothesis of the culture process linking modern urban and industrial 

from e* * “""T* is checked a « a “ st certa “ theoretlc^TnStons 
from economics and specific evidences from economic history. A final section 

(9) E *' B ^? rl i r I Primitive CuIture (5th ed„ London, 1928), p. 5 C F Ware 
ed “ Ihe Cultural Approach to History (N.Y., 1940), pp. 3-16, speaks of a ' 
cultural pattern which “conditions individuals, providing thei/basic as¬ 
sumptions and their tools of observation and thought, and setting a frame 

type^ofTonduct ^* deterl ^- *h. ^ms of instiSftonsX 
lv It ° sanctioned . . . Eveiy culture acts selective¬ 

ly . . stressing some characteristics, discarding others, and molding a 
culturally acceptable personality.” morning a 

(10) t t ^°, ldenW ! iS ! r< ^ st ° T y> Psycholo gy, and Culture 1N.Y.. 1933), p. 59- 
TW T I®- T1F Sclence of Cult «re (N.Y., 1949), pp. 363-94; C. E. Ayres 
Ec °nomy: Its Technological Basis and Institutional Destiny 
mn iq^I 9 ' fo P 7 0 t' 9: em ’ T he Theory of Economic Progress (Ch^d 
ill, 1944)pp 187-88; C. Wright Mills and H. Gerth, Character and Social 
Str ucture (N.Y,, 1954), pp. 375-404. But see also J. J ^en^leI, “Theones 
of Socio-Economic Growth,” Problems in the Study of Economic Growth. 
Universities Nat. Bur. Com. on Econ. Res. (mimeo, 1949)’ ~ * 
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suggests some “lessons” from our own experience for the 
developed areas. 


so-called under- 


3 - — 3 and Econo mic Grow th: The Role of Specialization in Cultural 

„ (a) Assumptions reg arding economy and economic proorp, ,. The word 

economy is commonly used to describe the social system which is concerned 

Wlth th ®, management and use of a community's resources. It also denotes the 
more efficient utilization of such resources in producing an output of goods and 
s rvices. Economy, as Sargant Florence has suggested, takes output for 
granted and directs attention to costs. 1 ! Efficiency is the obverse of economy 
it takes costs as given and focuses attention on return or output. Improvements 
in productive efficiency, whereby the physical output from a given input is 
increased, are held to enhance the community’s potential fo/econonScweifare. 

Thus we find that real national output in the U.S.A. increased five-fniH 

held 6 - 6111900 Tf 195 °* While population doubled in the same period. Output per 
head increased two and one-half times but the actual human effort expended -- 

* fW «, labor tap,, - to**** by oflyU par 

nt Hence we conclude that the immense gains of the period reflect a fast- 

fcoSy? ^ effiCi6nCy ' ° F effiCienCy ° f e«ort," intheImericL 

Rising productive efficiency has, in fact, been the mainstay of material 
advances achieved in all the industrial areas of western Europe and North 

mTntIT' Increa f 1 es “ output per man-hour of work (the productivity incre- 
n , ge , nerally reco « nized as th e principal source of higher livkig stan- 
dards But it is not enough that goods and services be produced in greater 
majp^iidB and W , lth greater efficiency; they must also be consumed ind give 
Drovres satls ^ ac . tlon their consumers. Any proper definition of “economic 
hirffJr requ i ires i that enhanced productivity be realized and sustained in 

exfstLTaniS a^ /d^ C ° t n3umpt / ori ’ after for the maintenance of 

existing capital and. adequate new formation. 

„„ ^° me ^ art ° f the amell °ration of conditions in economically advancing 
thp 3 13 ’ °? course > attributable to increases in the size of the Libor forcf and 

^r1::itTT t The ^° r POrti ° n ' h ° WeVer ' haS pro bably stemmed frmn 
r ati If I m productive efficiency which, other things being equal, govern the 
rate of change in stocks of labor and capital. Moreover, of a£ tlm iXences 
affecting productivity in advanced areas, the principal consists in i^rovements 

^ pp.^s-ssl 61106 ' ~~ 6 L ° giC ° f Brltlsh and Ameri can Industry (London, 1953), 

(12) F. C. Mills, Produc tivity and Economic Prog ress (New York, 1952), pp. 2-5. 

(13) H S. Davis, Economic Progress (Philadelphia, 1947), pp. 146-49- E. E 
Lampard, op. cit. , Section 2, notes 6 and 7. 
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in prmitK-Uv,. «.vha«|i»* .ml at um *hM, hmv t>„. rmurrt^i™ ( ,rr„,# >f 

rrdurinsf th.‘ ma’. -m-.M M thi' aintributkl * f 

,v«! .•*.«» nf An* .ut-i, »„* fwm,witty t ffkra«r«:;n * krmim> thft 

#«•«'»*> fr-m^rk U >r Uu* mtulv uf urbaiti/atio»,fLl 

„f ,.h*n«ri 1.1 •> >«•-»,,„P *«4 Htn hnw <m , sm . h vha ’"*™ l ma 

tln>y U ,rf m- * W4 . N,. w -»h,n^. ft tiom “ai latten- 

‘ , "» M «h,. dynaiu,, *n^u.-u./r ,* U*-Hm ltaHf.»S w“ mun» th^f. 

Him Afi 1 ^'*■*<* vh-m. •Jniaur#* aiuI ftiwthm whieh »»** 

’».* ;■"> 1 .<»...... . ZLKE5 S? 

*n. h !>■.*> :tvk n ! ,|.,,Jt uUMU.i»» t«, ih.> of ..i, In T# 

*"• i,» ».U< **; , 4- ,«., 4 U Ai"„ f ww «,« ., r l«„ in ttuZ 

»«<»}*•<, i-, I. -AM .|.4J -i.1 ,-.*!■ 1 sf»» t 4 u*H% fantUUt** t-htUiM*'. <1<1 ait 

I'.fi— *< jgr-ntu 4?«- -j-i- ); * ( •*, «*, it *»iv (in thin- 4iffi<r*' Sutrh qui>«- 
tlnti'i tn Itttf •;*) N»"4< ’. •< „>,({ 5rin. !»•»{ Itrfitro thi-tv t'»n ttf «it»<W**rwl it 

i* ts**-'**i»4r‘ t . ;M,r! s *, Um- < -.isurrt! Mf u «-hm t,r«ani« 

lUKU* < h4f^r ' 11 * 

J>: n, Jf ,4 i, ( „. (I t , JS t. !s b!,iu««* r**«'httui.wi,-«| dw«km- 

tmtiU At« r-r-A, !<.r . , 4 „.,t n»rt It*-., 4 ti U.n. MttMi „f rhatJ.ni 

*Ain*'h, i!, «; *•**•♦>' -n n-tffr.-, »*krt-> 4 i ra nf fniinru! f'*t»inn*-m‘0 

man-:*. 4% ! r.-, 4 ; !nv .*<!tn.n*. t.f « M , lam t»n ‘ 

.M'lintt-n-t, I .t •->(*;> 4 - 4 ,, ,« ils „ j M -w >>vnth«‘n«*s 

»f -a: 41-s ,!.t m »I|«- .-.Utstral >ttn*am of 

armrrn »•.•,!«.-i-..- wi'U-i investarr "ttnr.iMmttRlnatsvM 

*Jn- h ;>■,■-1 -.r w-Y *■ **<jJ tttR <*k*Ma'n t * Mi !}«• t'uUurM) 

hl-nUtf- *h 4 S, ’ -4 r M i« || M | f u| . . 
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t fia*ir t»» b«- •«, * : , r , g«. !: -.*r 4 !if »(4 ifi. *mh! «'hara t -t**rt«au* 

111* If.**’U M4IV 

i!-,r ;t> r,v,*M.Hh America v-s^wtly 

th»--;p •)(r-. -.«*, ,> *-.,•* ( >f mUwmimt «>lt>mcRt« 

i! 4 | *.()!.!«• 1, c Ui',-".*;,- -• ,, 4 |j 4 s,,/ 4 Ut-sfa! 4s ,ii|(* f tnn»nt Utt 

c y , , .1, 4- , 1I4, ■, -,5 • ia ,. i.ntt, *nrk -4uf!n, 

*" r ' * A ' 5s **-' 1 4 «»l «»f 

*■-- 1 «r, t . * 


-**’ ,i,v, 

it'*) It lUi’-p;, , ■'••• r 4 ;, 1 ’!. < <»■ «««:»••; S r ,l , J. al-m 

tbr- A |f 1»- <9 K t,f M»-> HaiUf Ai JjtV*'*t»« t •«<«'» 
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in every novel technique: it emphasizes social-institutional factors which 
make an effective demand for their exploitation, e.g., the ideological and insti¬ 
tutional concomitants of widespread capital accumulation. It helps explain 
the growing interaction of science, the useful arts, and economic institutions 
during the iast three centuries. Finally, it throws light on the intense division 
and subdivision of labor which occurred in all areas affected by the industrial 
revolution. In short, industrialization was a phase of cultural history in which 
certain communities (and not others) became marked by an increasing differ¬ 
entiation of economic functions, skills, instruments, institutions, and regions 17 
It was this ongoing specialization among men and machines which gradually ' 
transformed the techno-organizational base of society and, with it, the spatial 

tlTe terh f f 00 / 1015 ^ act . lvltle s- Speci alization provides an essential link between 
— Jg^icaland spatial conditions of economic progress . It holds an ~ 

tant clue to the nature and creative significance of urban-indust rial growth. 

tw iu* ^E ecializaU ?n and the economy of r e sources and effort - I have implied 

Iresln! < ^ rlS10n f labor x ? Rurally determined but, from Adam Smith to the 
present day, most economic writers have explained it as having a purely 
mechanical relation to “the extent of the market." They have held that the 
degree of specialization at any time is a function of the size of the market- it 

to any specialisation.‘8 There 

IS much to be said for this formulation. Markets have certainly exerted a 

t P he W Drohibft f e ^ P °* ential division of lab °r. Constriction of trade or 

Itnid S ^ f f T nge have Sl ° wed the rate at which n ovel techniques 
could be adopted: changes in taste or shifts in demand have likewise created 

is satisfaction with existing modes of supply and prompted innovation All this 
caus'e of b! ^ A C ° nditi ° nS B iS n0t to estab ^ sh A « the adequate 

was ^o e sal d thi C !er. t regar 1 din 5- the - diViSi0n ° f labor and the extent of ^ket 
was, to say the least, misleading m its simple finality. It repeatedly led eco- 

nommts to ignore or underestimate the "inner dynamisms" of specialization 

as a cultura! process. For example, on one level of culture - that of tech- 

ique research may come to have a greater influence than markets on the 

tioZ SG of specxallzation - ° n another level - that of socio-economic institu- 

crTate';L e rm“rLt:.19 r0ng **“”“*• t0 SpeCiali2atioxx which themselvL 

(17) -- A V HObSOnj — E vo lu tiotl of M °dern Capitalism (London, 1926 ed.), pp. 

VI (19361 f 4 9 n Ea J ly Capitalism ^Inventions," EcomHisLR^., 

Centurv (T ^ ; ® r " al * Sc * ence and Industry in the Nineteenth ~ 

- entur .7 (London, 1954); B. Barber, op. cit. , pp. 52- 9. 191-20R 

(18) A. Smith, Wealth of Nations (Cannan ed., London, 1904), pp. 6-14- G 
Schmoller, "Die Thatsachen der Arbeitstheilung,” Jahrbuch fur’ 

esetzgebung, Verwaltung, und V o lkswirtschaft. XIII (1889), 95-128- 

"L?^ r j.^ V Stria h EvoIutiop , ( N - Y -’ l9 °D- PP- 282-314; L. Deschesne, 

S6S conse< 3 uence s,” Revue d^conomie politioue 
flO-M 01 ’ 155 ' 62; F ‘ V0IX Wieser * Social Economics (tr. N.Y.. 1927b pp. 

(19) C. E. Ayres, The Industrial Economy, pp. 88-91. Speaking of communities 
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Yet ,«u-h heresies prar W * IT nut with much th#t 

i* sound in orthodox, Accounts «f specialization. Ttm division of labor for 

nlZf Z*T' W '** “ "*«**•- * Active 

i « 11*h work *r \ um ,I f, ‘ ^ f mKy ar tali ' nt m one OP****- 

‘1; i\ ',,S/ e i * . ' , nM “ *"** Spootalization along 

lh * a ‘ lines fostered * mot e intensive us* of tools and broke down all but the 
most complex mnso.iUr tasks to Well of simplicity whore they could bo 
meeham /,rd, Ax a ..*MW*ir«rr. resources are a*,* for other employments 
and, t«> that extent, the pnalm-Mvr- potential of a community i* raised i„ 
theory, at least, each factor tends to find work for which it is best suited* for 

greatwi e* niiotny of time, effort^ and result re ex •'■■the sources of higher" nro"*"’ 
diwtivfly and material advance, '' ' ' -— -I*,...JK.™ 


ill* mil i # tit dy i.if urn $ tiiifffnf ftiviiiipfi *jf lubiir *fh© v»rv 

circumstances and tmfejiUvea which make for specialization in the first ulaeo 
will, other things h«mg tend to foster its cumulative development ' 

.sj»«vl*«U4Uoo «t!f thrive be,! where 4 t u most developed, .Spectolliation tvwU 
to breed spectaUration l\ develops furthest where it is must prized" where 

sorio *vtwnrn mu Hut tan* are best adapted to «, forms. ' ‘ '. 


there is, as wax suggested aWe. another sense m which “inner dyna¬ 
misms" of sp.-.'i.aUfatioM generate u*a si»vi#h*ait*»n, i-’or example the 
growth of ‘-.-ten- « m the last . rntury had a potent "xprcuttvtng" effort, A N 
Whitehead gave » the do. eptively simple idle the invention of “the method 
f ^ * ■ 'rttsekiuom-r of HMnlific advances, technical improvement 

has ttei -one. if* pa*t, life fun-tmn uf a self motivating, self - controlling, terh’ 
niipie railed “resear, b" *iu^h may be carried on without regard for the market, 


In an urban Indus!Hal tety there Uk*iy to i*e both wider opportunity 
ami greater nr, *%*ny f„r taU«ti»at limit in earlier, inure relaxed, modes 
of existence lit the •, sty. fo example, !,( spe.-ialMe is to enjoy scarcity value, 
whereas in the oemti.* it is usually *vxpun«e*nc* lather than initiative' which 
pays, An in- r.-axing u«»;r* fm place amt preferment under urban eonditionn 
puts higher premium a on m-n- upm uUred min*, funmons, and tatrumeitt.s .20 
•mine may even wake a spe^al*y .*f “anti »pe t*)Mm ’* Nevertheless, the 
specials,5. the e«pe,t. .* ih tum with know how mid knew who. becomex a «-n m - 
mamisng fig tie m ahb b have the i«. nme to buy hM xervieex, 

l*rofe,xiuu*J 4 ^ hmvemeet n„ lex, than p« ivate ambition impels ihe npeeiaiht 
seek highnt returux a «4 gs'eatet urit> <xeajvi!y value) In deejmr, albeit 
narrower, rattge, ,*f *pe- UU»n* St is no longer a matter of taste or inetina 
tmit, i*ut a o,*u, ji. tum .,f vn*iu; amt fulfill tump, a rut« su the urban 
game, 4 • «:. unr t H »* us'fgh! generaH.-e and ,»y that, in Ihe 


with an uwiuxtria: ha--kg».«tnd, 'l U t heeklami writes, “ehange seems to 
Stem from te, bmd-.gy almost *» a** mlri*e»tdeni variable," "UngUsh 
i*r,»vmvia! ‘‘H^s," b „« If,,.! lire . V! »>iw* 'mrte,| | 19 h:| } , gOO. 

t§| f; "fim t;j,.,»xta*it uiei das tieMtesb'hen," iu lh i'etermaim, 

ed , thr tiross,Ud» ,'firexdeii. pp SSt ;*<« 
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is an inherent 

«"»■» end mmSuL .o 'J? f °''»*™ched 

measure ef the drive to, and expectation from. spSSito “ 

Wil h “ cU“.TVlr,e*S„S”S wortd ” s *' ”7 

sources are invested in it<? h^haif * 1 conomic, and emotional re- 

is always a more complex notentiaP^ 6 - 1 ^ & vancin ® economy. The outcome 
Given the tendency ^ 3 ^ material^”^er moi-e efficient order of life, 
of science and technology to avSable r^ 6 gh * he mUimited application 
process of economte ,T C68 + “* th6re is n ° end to this 

us here except to note that different* t* outcome nee <* not concern 

“committed" to specializattn^° f 'T, 1 ™ 8 and roles in * community 
systematic coordination if the obiect of grTa^ ^ m ° re COmprehensive and 

as b -r ta 

to preserve the whole as a 8 otag co.£erm S,r "«”” 

«.P«ia.ismio„ 

factors are rSlSeW^ecta£S societies - where 

to be uniform, simple, and scattered - C °ve°££ C fu ” ctl0ns and organizations tend 

of geography.21 The small urban nuclei wh^hTften^eveSn® t0 Ci ^ Cumstances 
are essentially service centers nf an • t6n develo P ln such societies 

provide have to do with religious and nfli^" 18 ! 1 ^ ay .° f life - The services they 
facilitation of mercantile exchange To h. 1 ad “ lnist ration, defence, the 
for craftsmen, but the bulk of so-rallmH - SUre ’ towns are sometimes centers 
main undifferentiated in sLce and ale , ???*% ^ Secondar 7 activities re- 
where the mass of population nerfnT 16 ,,° self-sufficient” hinterland 
the spatial pattern of economic aot' * S ‘ Specialization revolutionizes 

social undermines the older 

base „h. village anS sw„) ‘ rel "” d 

«OO.S-X d “‘f S , , ,f , f'‘ , 'r 7 m!? '"T" -*■ « industrial! sing 

t i nt ed parts m,,lare °« ml.rdej .ndenoe amonv theHTiigS r* 

thatIVeryone in the communi '^ 1 ""', 1 ” “ iSSirectjsocial) in the sense 
firms, Wus.riCX“ s y Xi, , th. 7 ’"T ,0eell “ r - 
lar welfare and are more closelv Hed h * ene f ai Prosperity for their particu- 
__ closely tied by some "common bond of stable 


(21) 


5-vfSSfc Seme'n^eT T IndUStrial Structure,” Econometrica, 
which a largr P art of oroLt Cr 3 Bg ^ustrial econ^v as ono «Sn 

a minor share of resources is°devotIi! h i ln ^ family and rural community, 
and a minor part of it s n „! , ( d d ° advanced industrial production, 
is one •“omiafed bfbusT. ° n t hVeS “ Cities '" An industrial economy 

technique^ o rdi b n Lnvwith\ e f/ rPriSeS ’ *'!** ad -^id industrial 

cities.” lly with a large proportion of its population in large 
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interest.” D irect interdependence, on the other hand, is ecological- it ar i« s 

. — — s ecol 9g i £- a l int erdependence is essentially a centripetal force To 

ferrous ores, and at more accessible sites along the primary routes of trade* 
larger volumes of food, fuels, and other budgetary materials «?wp 11 the k ' 
geoning channels of commerce. The older 

in dustna l , rural and urba n, populations is d isturhed anH r Cm -l, „t' . nrrfl1 f. ri1 

I s 2 gS fhe°?h the ® COn ° mic standpmnt, local concentration 

is only limited by the physical distribution of resources and the costs of sur- 

"“““ g space „ composite of transfer oh.rg.o ,a« r.»,,l S ) 

ma f ked °P eratlona l"structural attachment — what J. A Hobson called 
loo tIT . 1 ^- *«■=» u * the root of urb m -M»strM o5,oS,f,- 
a °. ^ of the moder n city and the march of the industr ial revolution 

- J nt products of a single c ultural strand -- specialization. '-~ 

The relation of functional specialization to the integrative tendency is sel¬ 
dom stated in this bald fashion: it doubtless needs some quaSicaHon as simoli- 

Zvt 8 a ® S "! I 1 f tlons are removed. Nevertheless, its recognition is essential in a 
ul ural-histoncal approach to the industrial city. There is, to be sure a real 
sense m which specialization and integration can be represented as opposing 

performedby ^ inV ° 1VeS ^ disinte S ration of tasks formerly 

f st is one whn n? s ’ maC m6j ° r plant - But - b y °ur definition, the special- 
arhiLT ,-r h P ™ vldes a narrow range of goods or services; his specialty only 
chieves its profound economic significance as it is incorporated with or 7 
absorbed in, the work of other specialists. We use the word “integrated” 
ere o enote the fact that specialized operations must be fitted together 
juxtaposed and joined, if the objectives of specialization -- greater economy 
of resource, and effort - are to b. replied, ft I, precisei® the , as ““°.“ 

( 22 ) Cooperation and coordination not only transform spatial relations between 

“ *i“° ,05, ; r bureaucratic, structure of 

°° n l5 o1 - .-J: W ‘ H , aWley * Hnman Ecology: A Theory of Community St n ,bt„y 0 
N.Y., 1950), pp. 182-203, 371-404. L. Pesch^ C^I T.T^: 162. “It ~ 
(specialization) increases the interdependence of the diverse factors co¬ 
operating in a common production.” F. von Wieser, op. cit. pp 314-15 

ofthrIrr Z T + the ° f tOWn and countr y as “the historical’result ’ 

° f n \r rtlcula b° n °f labor.” See also G. Schmoller, op. cit., pp. 95-6- 
K. D. McKenzie, ^ ^Metropolitan Community (N.Y., 1933), pp 50-65 
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“economic system” to achieve this felicitous orchestration of diverse themes 
with whatever instruments a culture makes available. 

_ ^ P eclallzat i°n of functions m akes inevitahiy f or specialization of 

ff iU?T P . ? , t0rial division of l ab °r between town a nd country and 
U ates town f romjown. Areal diligentiation is, in fact, the spatial corollary of 
c ional specialization and logically serves the same end — economy Thil 

limit e Jd^tofk at f° n ° f mter ^ ependent functions means that less of a community’s 
limited stock of energy and material need to be devoted to overcoming the 7 

various disutilities of distance. Local concentration of spe JaUzeTactilmes 
s thus an ecological response to certain technical and cost considerations 
w ich impel a more selective use of space, a more efficient pattern of land- 

llmitations 011 power transmission, 
bettpr nr* h linking of processes, more effective communications 


4 - The Economics of Urban Growth 

=F~SSS~*S'S!I? 

iass-s#’ 

HSfegiSSSSSSS- 

spatial aspects of economic activity.23 q ely 0 tbe 

h , a The ^Pth^um location for any enterprise is determined by striking a 

° f a 1 P° ssible in terms of differences to be achfeved Operat¬ 

ing cost (including site rent) plus.differences in transfer cost A ration^ 
choice of site should represent the most advantageous locus for the given 

sTiltw * the U ? ht ° f aU existin « 

O O y '- C ° nSUmerS Sh ° Uld l0cate themselves so as to minimize tTeTropo'r- 
t ion of their income spent in the “consumption” of transport ""ices and" 


Jhl Econ mrw^ 1 Th60ry ° f Location Space Economy,” Quart. 

ifc^’and fc ( t } * PP ‘ 4 L 6 " 506 ' F ° r a brief review of lectio?— 

cSl see E E TO Tf *• ^ ^ ° f trans P ort ^ locational 
change, see E. E. Lampard, op^ciL, Section 1, Notes 9 and 10, Section 3, 
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other “distance inputs.” The indiscriminate siting of production and consump- 

lon may result in charges on the economy no less serious than the employment 
of wasteful production-functions. Thus, if all producers and all consumers 
were located m one place, maximum efficiency of location would be achieved- 
no resources or effort need be devoted to surmounting disutilities of space. 

... But th ® actual location of activities at any time, like the level of technical 
efficiency itself, is deeply rooted in past history and present circumstances. 
The pattern never approaches the high order of rationality sketched in the 
previous paragraph. Nevertheless, the geographical distribution of activity 
is rational to the extent that, given the natural disposition of materials and 
the level of the arts, all output is secured at a minimum cost to the communi¬ 
ty s limited stock of resources and energy. The rationality of an economy, as 
Professor Hoover has shown, “can only be understood in terms of the inter- 
relations among units of production. * 

~-^- c ^ ltu . re wh *ch emphasizes the virtue of economic competition, t here 
will be a continuing tendenc y for producers to scatter or concentrate accord - 
mg to the principle of m inimum cost. Conventional production theory has led 
many to suppose that economies of scale and mobility of factors would eventual¬ 
ly bring all activities into great centers, but the persistence of small-scale 
plants and widely dispersed towns is not necessarily a token of irrationality 
It may merely indicate, for example, that transfer costs to scattered markets 
cannot immediately be offset by economies of large plant operations. Similarly, 
as we shall argue later, the clustering of smaller plants in particular localities 
yielding external" economies may provide a viable alternative in some lines 
to the highly centralized large-scale operation yielding mostly “internal” 
economies. 


... From time to time the economic historian notices substantial changes or 
shifts in the location of activities, changes which often defy simple explana¬ 
tion in terms of comparative cost. Many short, medium, and long-run influ¬ 
ences determine these historical movements: the growth of population, the 
depletion or discovery of resources, the force of technical improvement, alter¬ 
ations in the level and distribution of income, the course of the trade cycle, 
etc. But few of these currents work in the same direction simultaneously or 
with equal force. The most that can be said is that countervailing tendencies 
m an advancing economy should evidence a more rational distribution of activi¬ 
ties over time. There is a presumption that the more salient shifts in the 
history of economically advanced areas will mark responses to the 4 ‘pulls 1 * of 
progress. Notwithstanding difficulties in the measurement of locational change 
over long periods, studies from at least two advanced areas. Great Britain and 
the United States, broadly confirm this expectation. The long-run trend has 
been towards local concentration. 25 


(24) E. M. Hoover, “The Location of Economic Activity,“ in H. F. Williamson, 

ed.. The Growth of the American Economy (N. Y., 1944), pp. 580-85; C. 
Woodbury, ed.. The Future of Cities and Urban Redevelopment (Chicago 
1953), pp. 118-43. C ' 

(25) E. M. Hoover, The Location of Economic Activity (N.Y., 1948), pp. 145-85; 
A. J. Wens ley and P. S. Florence, “Recent Industrial Concentration/ 1 
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Robert Murray Haig was perhaps the first economist to adapt location 
analysis to a general theory of urbanization. In two articles published during 
the mid-twenties he offered an explanation of urban growth and a rationale of 
the internal economic arrangement of cities. He argued that improvements 
m communication services had reduced the time and cost involved in factor 
movements and had increased the over-all capacity of the system. These con¬ 
siderations led him to develop the model of a “frictionless’* distribution of 
economic activities " ~~ ■—— 

As Haig saw it, “(t)he most favored spots are those from which the richest 
resources can be tapped with the lowest transportation costs.” In an indus- ' 
trializing economy, moreover, a diminishing proportion of the labor force is 
required for primary production and a correspondingly larger proportion “is 
under no compulsion to live *on the land’” But if this “economically foot- 
free” population is to earn a living, it must reside in places where it can 
obtain work; in places where opportunities exist in manufacturing, distribu¬ 
tion, and related business functions and where consumption goods can be sup- 
plied in quantity at lowest cost. “Instead of explaining why so large a portion 
of the population is found in urban areas,” declared Haig, “one must give 
reasons why the portion is not even greater. The question is changed from 
Why live in the city? * to’Why not live in the city? ’” All activities apart from 
basic food-raising, extraction, and long-distance transport should remove to 
the nearest metropolis: there could be no economic reason for anyone to live 
or work far from the great city. 

Haig knew this to be an extreme position, yet he meant it to exhibit the 
rational possibilities of a territorial division of labor based on the tested 
P J^ ipl ®. S of location analysis. Despite all qualifications required by the facts 
°L! lfe ’ his ar 8 ument showed that cities were, from a standpoint of transfer 
efficiency, optimum points for production and consumption. While conceding 
certain diseconomies and “consumption advantages of non-urban locations” 
in particular cases, Haig made urba n-industrial concentration the first pr emise 
of his spatial logic. - —. . 


1 internal structure of urban land-use was likewise conditioned by the 
controlling circumstance of spatial frictions: the physical task of surmounting 
imperfections at minimum cost. Within the city, however, transfer charges 
were only one of two principal friction costs: the other was site rental AH 
urban enterprisers must therefore take account of the costs of assembling 
their materials and merchandise and the costs of their employees’ journey to 
work. The retailer must reckon with an additional factor/namely, thet ravel 
costs of his customers who come from all around to shop. It was the con¬ 
venience of customers which, according to Haig, looms largest among 


, Ec ° n - Stu T d 1 ies ; 13 9-58 ; A. C. Hobson, “The Great Industrial 

Belt * Econ. Jnl ,, LXI (1951), 562-7 6. 

( 26 ) R. M. Haig’s articles from the Quart. Jnl, Econ. (1926) were reprinted in 
Ma j or F actors in Metropolitan Growth and Arrangemen t (N.Y., 1927) 

(27) R. M. Haig, op, cit. , pp. 21-2, 37-9. 
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considerate 3 affecting retail locations and which explains why high rents are 
paxd for the most accessible sites. It also helps explain why modern depart 

ment stores sometimes seek locations in suburban sections along the peri 
meters of great cities. 8 me pen 

c ° n ?. 1 ” ded that every businessman should seek the site for which the 
sum of his friction costs was lowest. In the absence of “artificial” restric¬ 
tions, he thought that competition would ensure that the activity which capital¬ 
izes most on the locational advantages of a site would occupy it; that which 
exploits the locational character of the site most efficiently. In last analysis 

u st 7b ” - f f° mmUnity ' the customers, determine the pattern of fand- 

use, the gram of the city, through the evaluation of site-attributes expressed 

whi h ei t r he P Tot f 3 iV m ° St efficient layout for a city would be one in 

which the total of land-values was lowest- efficiency being inversely prooor- 
tional to the sum of all costs of friction.^® ^ 

. °° ntribution t0 the lo S ic of space-economy was immense He 

developed a theory which showed urban growth to be part of a great rational- 
izrnj process m the industrial society and he indicated some „f t“ JS, 

.»d friotioos which frustrate the re.lis.tiou of utor. rtfionrt £££- 

use The economic historian of cities must be eternally grateful to Haiv <7 pp 
much of his time is spent in tracing divergences betwee^economic log2 
is orical fact Sometimes the situations which offend theoretical logic how¬ 
ever, have what Sargant Florence called “a practical logic” of their own & 

For example, the theory of maximizing returns at minimum cost indicates an 
musTT of lar g e -fcale ( operations in large plants, but in practice the logic 
Th* \f l en if m . odlfied b y reason of technical, distribution, and risk factors 
The facts often diverge even from this practical logic, a divergence attributa- 
le either to a logical producer having to cope with an illogical situation or 
to his own illogic, or both.” ’ or 

Yet when all qualifications on rationality are admitted, the evidence of 
economic history affirms the continuing vitality of localized concentrations 

nf I7 h W ?- an e * pa ? ding econom y- What are these potent econo¬ 
mies of urbanization which tend to overcome all but the most stubborn of 

f®° gra ^! C and SOcial circumstances? Why hasn't some principle of dimin- 
/ CC T entration com P elled a drastic decentralization and a 

isn't “7 ° f ° Ur l6adlng industrial centers? Why, on the other hand, 

isn t everything by now completely centralized according to the Haig model? 

It is precisely because urban sites offer an array o f “scale”-type 

f !- n ! m ' . e . 5alm . 0 S | r T rdl ? SS ,° f actua l Ptant-size that concentration endures 

For example, better transfer facilities, broader andmore flexible labor- 

markets, numerous auxiliary business services like banking, insurance, 
brokerage, utilities, or fire and police protection. To these may be added 

f 28 ).ibid., pp. 43-4, especially “Economic Basis of Zoning." 

(29) See R. U Ratcliff, “The Dynamics of Efficiency in the Locational Distri- 
bution of Urban Activities,” Columbia Univ. Bicentennial Conference I 
(Jan., 1954, mimeo), pp. 5-14. P. S. Florence, op, cit. , pp. 92-7, 339. 
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JuspH wf , ,r S a T r operations ' various economies of integration 
(used here m the sense of control), bulk purchase and handling, complementary 

most of th^H me t ' gr6 , ater d6nSity and fret 5 uenc y customers: in short, 
most of the advantages of scale-economy and greater specialization. 30 

low -Wff Ct th f ^ a n ny aCtivitie f' especially those of a service nature, have 
low coefficients of localization does not mean that urban incentives have 

iit SS a T? : 13 SUCh a l0W coefficient does not indicate that the function is better 
situated m a non-urban locale. We find that bakeries, building supplies road 
trucking, and banking have a characteristically wide geographical distribution 
m many of the advanced economies. Yet none* 2SS., 

as a rural activity, nor does the smallness of their particular operation nre- 

Brhai“ e ^mi r i S a rl P “ & lar . ge ' scal ® organization, e.g., the joint-stock banks in 
S a Si^larly iron, steel, and shoe industries tend to integrate in certain 

W u ? l TSl SUCh as the branches Of electrical engineering scatter 
and differentiate with population itself. Wherever income is created on a suffl- 
cient scale locally, such activities will thrive, despite the fact that more 
specialized forms of the same activities may favor a central or metropolitan 
location. It can be said, therefore, that either through the 

materlalS ‘ SOme 4 Fvities rem ain tied j n 
— s g a ^ ere d sources or dispersed markets .^ 1 ~-* 

Broadly speaking, we can say that “economies of urbanization rest on tv, a 

fact, grow larger (on the perimeter). g S ' ln 

(30) E. M, Hoover, op. cit. 

(31) 


pp. 116-41; P. S. Florence, op. cit.. pp. 85-8. 


of^o^frlnlitrS 12 ^ 101115 b f Sed ° n the deviation ^ ‘he distribution 

brM^S)! tSI: Ws St • ^ “* S ™ « P1 ‘ M (C “- 

(32) E. M. Hoover, op. cit. , pp. 120-21. 

(33) Coneent r atior) 6 ' • Dis Vantages of Metropolitan 

mimeo). ’ Col umbia Umv. Bicentennial Conference I (Jan. 1954, 
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ideas which have since become common ground among location analysts, Alfred 
Marshall was able to provide a somewhat broader perspective on the role of 
cities. 

In Book IV of the Principles, and again in Industry and Trade , Marshall 
emphasized that not all gains from concentration were attributable to large- 
scale operations. Some additional savings, he thought, were derived from 
“the aggregate volume of production of the kind in the neighborhood.” To the 
internal economies of scale (ultimately derived from managerial capacity 
and the volume of business), he added certain “external” economies which 
stem from the “industrial atmosphere” of individual towns (he had Sheffield 
and Solingen in mind) and “yield gratis to the manufacturers . . . great advan¬ 
tages that are not easily to be had elsewhere.” 34 

Thus far his views do not differ markedly from those of the location 
analysts. If less rigorously formulated, however, his statement is the more 
evocative; he goes on to suggest that the “atmosphere” or socio-economic 
structure of towns generates a powerful force for innovation and change. 

Two things had especially impressed Marshall as he considered the chang¬ 
ing location of industry and commerce in the Britain of his day. (1) He noted 
that once an industry develops in an area, it is prone to stay there a long time -- 
“so great are the advantages which people following the same trade get from ' 
near neighborhood to one another.” (2) The existence of strong local roots 
seemed a powerful stimulus to innovation and change: 

“Good work is rightly appreciated, inventions, and improvements in 
machinery, in processes and the general organization of business have 
their merits promptly discussed; if one man starts a new idea, it is 
taken up by others and combined with suggestions of their own; and 
thus become the source of further new ideas. And presently subsidiary 
trades grow up in the neighborhood, supplying it with implements and 
materials, organizing its traffic, and in many ways conducing to the 
economy of its materials,”35 

Each new synthesis, so to speak, becomes a potential matrix of a new develop¬ 
ment. 

Marshall was likewise one of the first to hint at a theory of local trans¬ 
formation. As the old center continued to beget or attract other manufactures 
and related trading activities, there was increased competition for central 
sites, since contacts” wer<? essential to the conduct of modern commerce. 

The newer factories tended to drift to the outskirts or even move to adjoining 
towns where land was cheaper and producers might enjoy higher returns to 


(34) A. Marshall, Principles of Economics (2nd ed., London, 1891), pp. 325-32; 
idem ' Industry and Trade (London, 1919), pp. 284-87. 


(35) Ibid. 
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tw e '/!? h0le j " rban di8trict thus offered a continuing opportunity for fur¬ 
ther adaptation and specialization; “the mysteries of the trade . are as it 

were in the air, and children may learn them unconsciously.” Meanwhile 
the predominance of artisans in the town center gradually gives wav before 
the swarming of clerks, salesmen, and wholesalers. Despfte the onset 

In face of ® d f nanusna and creativeness of old centers remained impressive 
^ face of vast technical changes, the old industrial tow n., maintained vitality ' 

z r? r i ass ? 

economies remains a rather large “empty box.” external 

affec?toT“!T e argU6d that “ extern al” economies are a will-o'-the-wisp 

“ sr- 

i»po« Joe ^ »« °» 

total costs. Conceivablv th» mmute 11 ma y be m comparison with 

co»p«,„ ve & t i h i n srjrsrs iz ”” 

procurement and transfer costs. locations with otherwise identical 

"p«Lti°« R „° n pS e °” L"”'" 1 d “ ,InO “ 0n b «»““S2MS .ounobfle 
bona,*, i»f s ’ 7 r ”,^*3““/™ 

,he c 

zizztrzzz?, srss'iaaa^s^s^sr 

tainly a drain on limited capital res^/ce* handlCap * and « dmo » t cer- 

(36) Ibid. ~-*--- 

(37) PP.'lio G .-4?. 6blMOn * Industry (Cambridge, 1931), 

(38) W. J. Baumol, Welfar^con o _ mics an d _the Theory of the State ir,n,^ r 
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of their- 6 influence on f ° rCe fr0m * he Stud ^ 

not impelled towards larger ^ certam loca l situations and are 

2ltes S ^ldtl7f/ iViSi0n ° f lab ° r b6tween plants in ‘ linked ’ Pro¬ 
cesses, products and service industries. The advantage of full ,kp n f 

speciaHst plants can be combined with proximity. Several specked 

tumrr> n Y ° Ung - ° nce postulated a significant connection between higher re- 

eci, ” < " ,e5 ,h " eo,) 

attached to it. Though elasticities of demand and supply varied for eafh line 
there was a real sense in which new divisions of labor in one seltor mtht 
stimulate developments in related sectors. Little was ever dnne tn + fv. 

ta*« o?:; b ,» r M ny ; *1 ll ” D °“ ,d S, “ e> *° ,h *< «» economic Jlv« 

dtfadv.ntegcs concentration still outweigh the sum of the known 

.. J C) Economic Progress and the growth of tertiary act ivities- i n earlier 

urban S “ g f e . sted that the Progressive differentiation of work which underlay 

Is teTh , ^ gr ° Wth had PrOV6n a P0werful “tlmulus to tertia^ activiMes 

As technical advances augmented productivity in agriculture and manufacturing. 


Mass., 1952), pp. 165-66. 

(39) Weft m°m en ^' ~ 6 L ° giC ° f British and African Industry . pp . 85-8- 

Z t™To UP ’ ^SJirJjation, Ch. 8; E.'ElLampardlfp. cit.. Section 

(40) ivv^^ T °^ 9 7 n A e T, in r R r tU T nS and Ec0n ° mic Progress,” Econ. Jnl.. 
PP. 5-27 245^48^ one Inc£easing_I{£turn_(Cambridge7T933), 

Econ, Jnl .. XLIII (1933)f'379-81. r ' apltal and the Growth of Knowledge,” 
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3- growing proportion of the labor force was frppri tn • x1 _ 

.” i! i„, . * °"» “, f 6 “ nevCT b “» "’tally disenchanted with •■»,*. 

S^S S ar»f,^ d f S“m iV ” r '“ Ch d ”" S 

coats of industrialization ’ h “ 5 “ U ‘ 

perc entage of t he iabor f oT^ o" ^^ ■ jp^g^ao 

task of‘»«.S‘i„^“‘^.t' 1 S ,10a Wh ‘ Ch «*“ -<•««- 

items correspondingly^ xTrtJ’ *““* * * inCrease their consumption of tertiary 
nished r^reas^aE of t^r + °f Ct ° n * m ° reover * a PP<^s to have fu7- 

(41) t' G \®‘ Flsherj cit - PP- 379-85; idem. Economic Progress anH 
Social Security (London, 1946), p. 57. -m ic Progress and 
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fTow‘^-developed societies must necessarily 

If the growth of tertiary employment may be regarded as symptomatic of 
progress, .is sigmficant that i t also points in the direction of the city p r i- 
^txvnies are best located where resources aboun d; near fertile farm 
land, in great forests, or on rich ocean banks. Secondary production is most 

deIenH ag r U % m K 1 7 duStrial centers > or Points variously distant - 
depending on frictions of bulk or perishability - from suppliers of materials 

and consumers of products. The area of tertiary activities, however, is even 
more confined m that its product is closely tied to a consuming population 
which is overwhelmingly urban or suburban. As Colin Clark has suggested, 
the city i s the only feas ible l ocus for the mass of specialized servicing. 

The proportion which tertiary bears to total employment and income in a 
locality provides a useful tool for the study of city growth and size. At a given 
average level of income, a population might wish to consume a variety of ter¬ 
nary serv ces, but if no urban center exists in the vicinity, it is likely that 

ma°k P e a W A , t0 meet ^ ex P ectations • They do without them or 

make a periodic pilgrimage at personal cost to the nearest regional center 
Clark argued that “(a) city cannot be said to be of optimum sife ^ess it can 
provide its own inhabitants and the inhabitants of the surrounding region with 

511 7! the m ° St specialized • • • services.” 43 His argument shows 
that the Proper amount of service employment in a locality shmdd vary with 

avaiSbir he tint 1 ° Call 1 ty ' ? bougb accurate figures on urban income were not 
a nA cwf' ^ a k ® locala reas given in the United States, British, Canadian, 
Queensland census tables m order to compare numbers employed in ser¬ 
vice industries per million dollars of “regional income” with the national 

dlflit ge fV 30 ? CaSe ‘ volume of ^rtiary employment per million 

fitvti thi Ca 7° me 1 below the national average, the size of the central 
city in the locality was adjudged below the economic optimum. It could not 
attain sufficient specialization to give the area the range of services which 
on the basis of income, the population would wish to purchase. 

Where city population ranged between 100,000 and 200,000, inhabitants of 
e lmrne la e vicinity might expect an adequate array of commercial ser- 
“bo e dv a r °^ er activities -- education, domestic help, government, 

1 J l servlces < etc - — a somewhat smaller central population 

would suffice. We need not be concerned with these details, but the broad 
implications of the argument are important. The principal function o f the 

^ 6rmS ° f the empl oyme ^ U creates is the provision of services 
ra ther than manufactu res. This is not to say that manufacturing no longer 

(42) See literature cited by S. G. Triantis, “Economic Progress, Occupa¬ 
tional Distribution, and International Terms of Trade,” Econ. Jnl. 
o? n i^ 953 ^ 627 " 37 ; E . E. Lampard, op. cit. . Section 3, Notes 22, 23, and 
ibid L^fiy 6 (1954) B&Uer B " S ' Yame y> Econ. Jnl ., LXI (1951), 741-55; 

(43) C. Clark, “The Economic Functions of a City in Relation to Its Size " 
Econometrica, XIII (1945), 97-8; P. S. Florence, op. cit.. p. 86. 
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Th e Pr ocess of Econom ic Growth (N Y 1952^ nr> ka -a # . Stow ' 



i8. Cities in Social 
Transformation'* 

John Friedmann 


i. 1HE CITY AS A CROSS-CULTURAL TYPE 

“f* ° f P ° pulations 11110 °°™ities is one of the basic forms of 
human settlement. It arises from man’s need for cooperation in order to sur- 

n a I 8 " 6 ! 3110115 “ StinCt ’ from certain eternal economies that may 
be obtamed when his activities are centralized, and from the fact that distance 

p ysical obstacle that can be overcome most rationaUy by centralizing 
eertam functxons wtthin geographic space. But not all population clusters gj 
mto c ties, and chfferent clusters have been called by different names: halt, 
tallage, burg, town, city, and even megalopolis. The fundamental distinction 
however remains between the village and the city. “The relations between 
city people and country people form a major separation, a principal frontier 
of human relations.”* Although this distinction is common in every-day 
speech-and therefore has something to recommend it—its rigorous applica¬ 
tion is by no means easy, and for various purposes of analysis different dis- 
tmguishmg criteria may be used. 

Despite their being conceived as contrasting types, village and city do not 
represent the extremities of a continuum of modalities. There are, to be sure 

LTftdlTTT m faV ° r ° f a continuum theor y- Villages often expand 

Tnl^ fle< If CltleS L PaSSlng thr ° Ugh What seem t0 be intermediate stages, 
ogether with cities, they come to form a hierarchy of central places through 

which society, at least m its spatial dimensions, win be organized. And 
maUy, one may observe the lingering of selected rural characteristics in many. 

Cultural Change, October 

Turner, The Great Cultural Tradition 2 vols. (New York 1941V rwrin \r 
Man Makes Himself (New York, 1959); £ wZr^The m < 33fe 

Cutes and Society, ed. Paul K. Hatt and Albert J. Reiss, Jr. (Glencoe III I OSTv’h^h 
artick X’iiSufn in Urban Geography (Chicago, 1959); and my own 

5j“ 

p. 57 ? bert Redfleld> The Primitiv c World and Its Transformations (Ithaca, N.Y., 1957 ), 
196 * Reprmted 110111 Com Parative Studies in Society and History, Vol. 4 (July 
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f CItles ’ x wkle vffla S es will occasionally exhibit social and cultural 
traits characteristic of urban areas. In rebuttal it may be said: a village is not 
simply a tiny urban cosmos, nor are cities outsized villages The Lo are 
“"““7 diarnc, ^ exhibiting ^ socio J,'” 
P ysical configurations. Instead of a continuum joining the extremes there 
“ a ,? dlCal break . by simply projecting 

a village, one will never obtain a characteristically urban structure It is 

Z2ZZXZ2L ‘ - - - - ~ 

?" y may be referred <o as "regularities-, wh e«a s ZL 

nate the similarities of form and content which character^ • T ^ 

i nough social and economic structures mav differ 

srr “ 7 ' a —«- -v 

them. No one who wanders through the neat arM nf • * g& U oi 

Scii7: md “ *• «^?4rst2£ 

-tisx'sss T2? rr- by modem 


•“ssssif *5 gKsrt’ss.*’——- 

-~ a- 

'‘™«' appropriate .= "r'"; 0 'Y ! “ “■* <* . 

of any European city in the excellence P ° ° descnbes « as “far ahead 

pubhc hospitals, the elegances of its villas the !!?- and brl dses, the number of its 
vice, the charm and beauty of its courtesans th/rff 1 ^*” 1 ° f f aciIities for P ,e asure and 
and the manner and refinement “pele n “!?“« of Public order, 

New York, 1942, pp. 761 ff.). “ P ple ^ Durant , Our Oriental Heritage, 

MemJ Ufe” be “P^T k” HaS e ^T2£t J Rds? Metr0p0lis and 

A1Dert J * Reiss > Jr -> op. at., pp. 365-646. His 
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H. WHAT IS A CITY? 

One must, to start with, see the city as a whole J There are many different 
kinds of city, classifiable according to size or density of population, economic 
base, principal functions, legal institutions, provision for defense, or place 
in a hierarchy of cities; indeed there is no end to the number of viewpoints 
that may be adopted. The names given to different types—garden city, coke- 
town, civitas, metropolis, linear city, temple city, market city, capital, satellite, 
raikoad city—evoke concrete images of their essential character. Yet all are 
cities. The common denominator among them is principally a way of life, 
a frame of mind, and a manner of thinking, speaking, and behaving. It is its 
spirit that makes a city. What is this spirit? What is the urbanprototype? 

_ spirit of the city arises from its social heterogeneity. The city may 
also be culturally, even racially, heterogeneous, a place where different lan¬ 
guages are spoken, different customs practised, different gods worshipped. 
Always it is a brilliantly exciting contrast to the monotony of a village in 
which life is bound to the cycle of the seasons. The city has the heady 
excitement of politics with its periodic crises and occasional pomp, its whis¬ 
pering campaigns, conspiracies and rumors, its public press and factionalist 
parties, with its essential mystery of power. The city has color and variety in 
its markets, bazaars and workshops. It has the glittering bubble of entertain¬ 
ment: circuses, games, dancing-girls, music, theatres, restaurants, taverns. 
Was a wineshop in Alexandria so different from a Weinstube in medieval 
Schwaebisch Hall or a modem tea room in Tokyo? It is to visits in these 
and to stimulating talk with friends and colleagues that many a peasant boy 
looks forward on moving to the city. 

The city thus becomes a place of immense cultural vitality, where the con¬ 
sciousness of self is brought to an acute sensibility. Ideas are formed, change 
in fads and fashions is the order of the day. News and the discussion of news 
are essential to it. Here the present and the future intersect. The true 
urbanite is always en courant. There is a place also for scholars who peer 
into the past and into cosmic space. Every major creative effort either origi¬ 
nates or comes to full bloom in the city. Here the important decisions are 
made. 

The city has also a rationality that acts as a sobering influence upon the 
hurly-burly of its life. It is thrown down, indeed, as a rational act in defiance 


portrayal of the urban psyche is unthinkable apart from an environment that, if it does 
not exclude nature, allows her to intrude in only a controlled and highly selected fashion. 
“ Failure to do so will lead to such unconvincing statements as Max Weber’s, that 
f p ^. ulla f to the O ccid e n f> (The City, p. 80), or that Peking was merely an 
assembly of five large villages”, General Economic History (Glencoe, Ill., 1958) p. 380. 
The only similar approach to the definition of what constitutes a city is Louis Wirth’s 
famous article. Urbanism as a Way of Life”, American Journal of Sociology , July 
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°f imture. If on a grid plan, its lines are carefully drawn in a Euclidean 
pattern ft* is in contrast with the curving and organic fonnTof“a^ P tS 
and gardens are carefully delimited, if they are permitted at all, and are par- 
^Hed out according to what are believed to be the special recantsof 
&e urban population. The life of the city is zwecksrational: means am fitted 
o ends agreed upon, and efficiency is introduced as a unit of measure relating 

t . , ’ , 1 3111 know? ls a question the urban immigrant from a tradi 

ttonal rural environment learns to ask radl " 

be large, perhaps lto ■*"“ “J 

”°,7.“ d h a f<>lt «*“" th ' administrative omlines o'f “e'dK But 

"ta atoL aeTfT “““ ^ " P “ s ' nB ""“lever is 

zzsxxzszz tr"; * * *• 

.“iSSSSS 

ap^t a^StrofS: Mrnim d Sf* \** ** * «** 

successfully invaded the countryside in what^ smely^e^ost 1311 ^ 

imperialism known to history, and urban popul^if 

mic Fact0ry ’ and Economic Growth,” American Econo- 

“over-m-bMization” 3 ^descrhie^a^tuSon^eriort i“f 0du . ced . the su 8 gestive concept of 
Korea,*where the size of urban populations t0 eX1St m countries •ike Egypt and 

for full-time productive employment. It is espedaHv^hn ° f *v requireme n te 

over-population that may appear to no««« Cltles wh,ch suffer fro ® 

article “Urbanization and the Development nf P 1St T ln ? ty ™ ral atmosphere. See their 
opment and Cultural Change, Octobefl 954 , pp. g^ dUStnal Areas ”’ Econ °™c Devel- 
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in number and proportion, overflowing the old boundaries and sprawling in 
more or less unruly patterns over vast portions of the earth.™ In a sense the 

Z! rrS ^ UStry haS pIaCCd ^ dty “ ever ybody’s living room, 
from the shores of Alaska to the Belgian Congo. And yet, something of the 

ity remams and probably will always remain, if only as a sense of the city 
as we approach it: the hum and vibrations of life become louder, the inter¬ 
section of intelligences becomes more frequent and intense, vitality and move- 

““ raiS£d l ° ahlgh P ltch - This is th e center: it may be physically distin¬ 
guishable or not; but it is here. 3 


HI. FUNCTIONAL HIERARCHIES OF CITIES 

Within a given area, cities may be systematically arranged in hierarchies 
ac^rding to the functions they perform.™ One such hierarchy, for instance, 
might consist of primate, regional, provincial, and local-service cities.™ Rela¬ 
tive position in the hierarchy will tend to be associated with a certain size- 
group of urban population-given as parameters the total population of the 
area over which the hierarchy extends its influence, the level of economic 
development achieved in the area, and the state of existing transportation 
technology—as well as the specific functions that establish the characteristic 

of mTf t CltieS t0 ff ^ ThUS> be a great center 

manufacturing and of specialized services (finance, publishing, science, arts 

communications, fashions, and government), as well as the area which has the 
greatest relative market potential; th^tegional ^.comprehended within the 
radius of influence of the primate city, may be a regional service and trade 
center, especially for wholesale trade, but may also serve as a regional adminis¬ 
trative center; provincial^sitizs are generally sub-regional trade centers and 
occasionally important centers of manufacturing, but they may serve as the 
ma i° r P ° Utlcal sub-division as well; and finally, the local service 
^-SlSjvm provide a limited number of essential services to the rural" areaT 
immediately surrounding it and may have some manufacturing activity which 
will be usually related to the processing of local agricultural raw materials 
Irregularly mterspersed within this basic structure may be satellite cities in the 
vicinity of the larger urban centers, and special functions ities, devoted pre¬ 
dominantly to smgle economic or other activities such as manufacturing, 

^-ea F 600^ C ^n alOn8 H the * ortheastern Seaboard in the United States, a continuous 
’ +* ii* CS *? ns containing some 30 million people in 1950 has been classified 

NoZ?lf% Ur t an -,,? e t Jean Gottlieb ’ “Megalopolis" or the UrMon of £ 
Northeastern Seaboard , Economic Geography, July 1957, pp. 189-200. 

p. "Jju J ' L u and William L. Garrison, “The Functional Bases of the Central 
lace Hierarchy , Economic Geography, April 1958, pp. 145-154 

AugS JSTS^4 W7“liTw^ PeC T tS °5 *?° n0miC Dev elopmenf, Land Economics, 
195A1 anH fh’Jr* 21 . 4 " 227 ’. l S . Walter Isard, Location and Space Economy (New York 
1956) and the literature cited in both works. ’ 
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ana so 


forth™ 011 ’ “““e. administration, religious devotion, 

■ b °" “ °* y ™ ° f *“» hierarchies ft* 

SLr^r^iT“” i « ses^ 

—■£ ”Z “e^’s ssrs ^*: —■ * 

comcide with the wholesale area of the cental city ’ft TSI necessari ty 

specialized central services are provided bv the rita * ^ whlCh 

or higher education tu~ • ™ r . ^ C1 ty> suc ^ a & administration 

^ “'W^alwags 

' over the entire couZ \ 1 ^ , ° f a primate cit * * “*? 

; available forms of tamportation and T^’ ltS . wiU var y with' the 
[providing similar serviceffor their own^reaT'Scull ^ ***** “ 

regions S ^T"' S*”" 115, ““ pla “ between conUgootts 
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politically. <Mme h*"". “»nomic*ly as well as 
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achieved. What criteria wbeT*T >d * 8 *° ^ ^ ° f economic 8™wlh 
attained? Lampard has shown 

ttve efficiency were usuaHy accomp^y .J^oZ^L^l 


Integration”, in Rupert TVancJand 6 MchohT J^’ “ Metro P olitan Dominance and 
(Durham, N. C., 1954). NlCh ° IaS L Demerath . eds., The Urban South 
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ities in space. 14 According to this view, area specialization, functional differen¬ 
tiation, and the degree, of interaction among activities distributed in space may 
be accepted as one of the more important criteria for measuring the relative 
degree of maturity of regional urban structure. 

Less developed urban structures may consequently be characterized by a 
low order of functional specialization, with many small communities existing 
more or less independently side by side. Each little community (village or 
small city) will be the economic center of an agricultural production region. 
To be sure, a larger city may spring up here and there, such as an important 
religious or administrative center or a port for transacting commerce with the 
outside world. Yet, during the early stages of a region’s development, signifi¬ 
cant “gaps” in the hierarchical structure of its communities will be observed, 
with a few cities growing disproportionately to the rest of the economy, and 
with vast areas remaining largely outside the sphere of any urban infWn^ 
At the other extreme, having attained to a degree of maturity, the pattern of 
cities and their relationships might well resemble the one already described, 
with linear cities, conurbations, and belts of continuous urbanization emerging 
in due course within the more densely settled areas. 

What has been sketched in the foregoing is only a generalized scheme for 
the analysis of cities and in no way pretends to give a perfectly accurate 
picture of the actual conditions in any region. But it also suggests the con¬ 
clusion that the hierarchy of urban places represents the ultimate means for. 
organizing a geographic area into its component social, political-administrative 
and economic spaces . 

By this is meant: a mere area becomes “effective space”, in any of the three 
senses referred to, solely through the agency of urban institutions which 
extend their influences outward, binding the surrounding regions to the central 
city and mtroducing to them urban ways of thought and action. 15 The nature 
and spatial extent of urban influence will correspond to the position of each 
city in the hierarchy. And as the hierarchy evolves from its rudimentary 
stages of structural development to greater maturity, it will help organize the 
entire area over which its influence extends into an interdependent system of 
“nested” city-orientated regions. These regions will themselves partake in¬ 
creasingly of the urban way of life. The resulting changes in the social order, 
the disruption of accustomed patterns of behavior and their reintegration 
around new value principles, are identical with the processes of social trans¬ 
formation that include, but are not limited to, the processes of economic 
growth. 


“ Enc E - Lampard, “The History of Cities in the Economically Advanced Areas” 
Economic Development and Cultural Change, January 1955, pp. 86 ff. ’ 

,. F « r a mo ! e f® t£uled explanation of this concept of “space”, see John Friedmann, 

Uen ^ n* ll ^ 6sT f^ dU syst ® me social sur le <teveloppement dconomique”, 
Diogdne, 33 (Jan.-Mars 1961), pp. 80-104. 
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IV. THE GROWTH OF CITIES 

The rise and growth of cities has been tied in fundamental ways to innovations 

ef&Scf of r boa d that haVe had ** effect of increasing the 

mcency of both. The first cities of which we know, were located in th* 

*«* -*»» of the principal HfriL^ 
Rural and urban economies interpenetrated each otter fL tte 

gununs. K, relationship jrew more iaense: aides ZLdUd ™ 

for?he t ’h lnd “T 601,1 “» ccumrj, and the country became a major nutlet 
Producer. But the country aSi required the cityfairSrshid 

eir surplus to private urban consumers and to industries and the 
bigger these markets were, the greater also were the possibilities for exoandi™ 
e economic potentialities of rural areas.” It is evident, however, at least tor 

the other way aro^d- Sd'f* "*1“°“ depepdent u P° a the farm than 

=Sr??“ 

do. tohno, * coutribumd „ ^ totltt' 

“ tte^r^s ist * “ ae fon " - - £2? 

majority of cities prior to 1800 AI) Z S22 50 .TO 

17 The interrelations between ^ n C f Mde ’ op: cit - cha P‘^ VII. 

few phrases would suggest. Important addition! °r < ? Urse „ far more complex than these 
with farm mechanization, aStuS resfar h ‘ lniages ma y be found in connection 
formation in rural areas living standard extension > rara l development, capital 

18 The consequence^ ^“^“‘opportunities, and so forth 

John Friedmann, “Regional Planning- A Problem^f^n.r 61 ! 3 T 0nShlP • ^ discussed “ 
Proceedings of the Regional Science A S sociatioTv \S PP ’ ***” 
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giants in the preindustrial western world were Rome and Byzantium, each 
with close to one million inhabitants during the peaks of their ancient power, 
and it is probable that certain Asiatic cities such as Peking, Hangchow, and 
Edo during the Tokugawa Era, rivalled the larger contemporary European 
cities in size. 19 

The introduction of technical innovations in agriculture, manufacturing and 
transportation released a decisive urban “revolution” in Europe. By the 
middle of the 18 th century these were already leading to a hyper-centralization 
of economic activities within a few concentrated areas. With the vast expan¬ 
sion of the world’s cultivated area made possible by railroad and steamship 
in the 19th century large-scale urbanization spread. But it has been only 
during the last 25 or 30 years, as a result of further innovations in communi¬ 
cations, transport and industrial technology, and in scientific agriculture, that 
a break-through into cumulative self-sustaining economic growth could be 
achieved and that the thorough organization of social, political and economic 
space, as a tripartite entity, has become a real possibility. 


V. SOURCES OF URBAN INFLUENCE AND POWER 

What are the sources of this spell that cities cast over the regions that surround 
them? In what manner does the city participate as an active force in the on¬ 
going processes of social transformation? In what sense is the social, political 
and economic integration of an area achieved as it moves towards the thresh¬ 
old of cumulative economic growth? Some answers will be proffered below. 
There will be no pretension to completeness, but simply a suggestion of some 
ways in which the city acts to draw surrounding areas into the net of urban 
influence through the pervasive actions of her intellectual, administrative, and 
enterprising classes. 


The Intellectuals 


Every city is to some degree a center of high culture and intellectual life, and 
it is principally the intellectuals who are involved in keeping active and if 
necessary in transforming, the cultural traditions they inherit. High culture, 
in this context, refers to that tradition of fundamental values by which men 
live. It is the one insistent theme which underlies all social conduct; it is the 

19 Kingsley Davis, ‘The Origin and Growth of Urbanization in the World”, American 
Journal of Sociology , March, 1955, pp. 429-37; Robert E. Dickinson, The West European 
City (London, 1951), chapter 15; Irene B. Taeuber cites the following populations for 
Japanese cities for the period between 1725-29): Edo (= modem Tokyo) 472,000, 
Osaka 369,000, and Kyoto 374,000, in “Urbanization and Population Change in the 
Development of Modem Japan”, Economic Development and Cultural Change , IX. 
no. I, Part II, p. 4. 
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Judged” 0 ™ againSt WhiCh b0th COnformiD8 30(1 deviatin g actions may be 

The geographic limits of a population whose basic values are derived from 
a single high cultural tradition define the boundaries of an effecST soZ 

menfeil !• equiHbriuin cannot be maintained unless the fundf 

mental assumptions regarding political institutions, also, are shared by a pre- 

ponderant part of the population. The extension of an effective sodd sp^e 

tZ aP “ D t0 “ area ’ S P0litical ■«»»* integration " 
e United States provides a good example of this thesis. Perhaps the 

StT? UnPOrtan • Pr0Wem “ itS devel °P ment tes been to urge upL the 

ST ri , imnigHnts I* ** (eatures o( t J; ed ^ 

. What to some contemporary observers appears to be an almost 
obsessive concern with “un-American activities”, the Lship of thelafS 

eS?rt a toCd° tlC T^ 65 ^ 0118 ’ “ ^ 3 C0DSe( l uence the tremendou! 
effort to weld a multiplicity of peoples into a single, integrated social space of 

national dimension. The fabulously rapid growth of the United Stated from 
a dependent colony to a supreme world power can be ascribed to partT 
her successes in this undertaking. ’ part ’ to 

A low level of social integration, on the other hand, is normally associated 
wi con tons of political and economic backwardness. In so-called dualistic 
societies, cities will represent the economically and socially most integrated 
areas high cultural traditions being there most widely shared wm7^S 

S P ^re?l? m f P h a;rt l C1P ? e m 0Dly E reStriCted Way “ these ^tions. For 
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^as^SeS 1 CUSt ° mS5 ^ ^ Uttle P ractical siguificance. 

peasant, after all, is a paganus, a heathen fellow, who in the face of higher 
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truth clings stubbornly to pagan idols. Social space in the less developed 
countries is therefore often fragmented into isolated “island” regions. Brazil 
for instance, no less than India, Indonesia, or China, has been called a 
cultural archipelago, and the United States was compelled to assure its politi- 
cal and social integration through a civil war in which a genteel southern 

tradition was locked in fatal conflict with the urban-industrial tradition of 
the North. 

It is the cities however that are responsible for ultimately breaking down the 
barriers of dualism and for effecting a widespread social revolution whose aim 
is the integration of culturally diverse areas into a social whole. It is the dis¬ 
affected urban intellectual, now uncommitted to his cultural inherit,^ w h 0 
mediates the values that will challenge the prevailing ways. He is the proge¬ 
nitor of a new cultural tradition and of a renovated social order. And it is he 
who formulates the ideologies required to provide for and sustain the socially 
disruptive changes taking place. 

The values of the budding new tradition are dynamic. Change is posited as 
the natural and fundamental condition of mankind. Only those who live in 
history or even better who are a jump or two ahead, will be successful 
Success becomes synonymous with the successful mastery of change The 
origin of these values is in the cities of the West from whence they spread to 
other cities in new continents, arriving in successive waves that are about to 
engulf all parts of mankind. They include the belief that: 


1 . 


2 . 


3. 

4. 

5. 


Constant striving is the summum bonum of existence and that the result of 
such staying is progress infinitely extended into the future; 

Environment can be successfully mastered and turned to man’s advantage 
through the practice of science and scientific technology; 

Significant truth is established only empirically and that achievement in per¬ 
formance is a major standard of practical as well as moral excellence; 

&icial and pohucal equality is either a natural right or an historical inevitability; 
Suffrage should be extended to all adult persons possessing minimum qualifi- 
catoons, and that participation in at least some of the processes of governing a 
nation is a right no less than an obligation of each citizen. 20 


In short, they are the broadly democratic and scientific-experimental values 
of our time. They are not everywhere interpreted in the same way; but with 
some modifications, they form the core of our modem faith , They form the 
creed of socialists and liberals alike. 

As these values become widely accepted throughout city-centered regions 
and as disaffected intellectuals in each take up the common banner and carry 
it triumphant through the streets, effective social space will be extended to 
always larger areas. Initial impulses are strengthened through application of 


rjf'° r * dlscussion °f values and their role in social transformation see my 
SLUm " 8 paper on Intellectuals in Developing Societies”, Kyklos, XHI (1960), pp. 
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modem technology to communication, through schools and universities 
™ S “° r t e frequent contact with Westerners, and through migrations to 
toSy ”” """ ' bmded to ^ ^ gaps left in the urban 

To consolidate these gains, and to preserve a sense ot nadonal identity 
under the impact of an international urban culture, it will be necessary to 
distinguish this newly-created social space from eve^ other, to XSate 
t suffiaendy to give the population a heightened self-consciousn^^ “d 1 
faith in their collective powers. Hope in the future is largelyTted to the 

eventually 3 natlonal . self ‘ lma S e - 11 is again the urban intellectual who will 
eventually provide an image of this kind. **** 

Tbe Administrators. As social space is being extended with increasing 
effectiveness to encompass larger areas, the city comes to oppose the tradf 
tional order of communa! life with the administrative oXTa fatio^lv 
earned society- As the seat of the administration of public JZ pm 

pressures upon the life of rural populations.** For smaller rpnwo ^ 
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and the Process of n |cOTomic°Developmenr’ le ^’ ** Lamb > “ p °Htical Elites 

Underdeveloped Areas (Chicago, 1952) ? pp. 30-53 Pro 8 ress °f 

1. (Ctetoter W58 )“Comparatives Studies in Society 1 ’a^HisL^X 

m medieval Europe and in Gonial 
thus dispersed, and economic expansion thereby draot; n Effecbve Political power was 
must be combined with political and social Joace Curtailed ’ for economic space 
Brazil did not begin her rapid rise as a P . , t0 b . ecome totally effective. Thus, 
which had been a law unto itself moved wmtZ 1 ° dUStnal “ ation until the aristocracy, 
of slavery towards the end of the’ last centurv Thf y mt °, Cltles followi “g the repeal 
of the traditional plantation economy and ™/ h m °Y e led t0 ^ complete breakdown 

centralisation of wealth in the cities die present dS* 11116 ’ *f, ough tbe accumulation and 
and agricultural diversification ^ono^del,! ™ 1 baSed ° n urban industrialism 
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civilization during the past 150 years. ^ comcided with the rise of industrial 
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Society through adoption of a common value system and the extension of an 
effective social space beyond the limits of daily face to face contact through 
institutions which embody these new values, and the growing interdependency 
of economic activities, it is inevitable that a person’s life should be increasingly 
held accountable to Society. For the State demands that a certain portion of 
a person s labor should be for the common good, and that his conduct should 

conform not only to the unwritten code of his immediate community, but also 
to the written law. 

The evolution of poUtical-administrative space is closely geared to the 
functional hierarchy of central places. Through a process of cumuL^ 
ausahon, the establishment of poUtical-administrative authority will first 
affect those populations that Uve within the ambience of larger cities In 
countries where the urban hierarchy is present only in its rudiments, the 
capital city wdl have only a tenuous hold upon more distant regions, each 
region living by a law unto itself. This is the weU-lcnown phenomenon of the 
frontier. Only with maturing urban hierarchy wffl poUtical-administrative 

space be organized so as to faciUtate significantly the processes of economic 
growtn. 

Administrative order extending with compelling force over subordinated 
towns and villages will form a rational and stabilizing element in what would 
otherwise be a fragmented social order. It will create the basic rules of social 
conduct and estabUsh the common points of reference wherever pubUc interests 
axe mvolved. The law, its institutions, and its processes will then supplant 
the customary ways of doing business and of arriving at just and equitable 
solutions of potential social conflict. It is the law that wUl enunciate objective 
principles above and beyond the subjective desires of private parties and 
thereby give expression to the “wfll” of a coUectivity defined by the limits 
within which the written law can be enforced. This coUectivity may encom- 
pass less than the total population of a nation. 

Within any given poUtical-administrative space, conditions wfll favor rapid 
economic expansion. Standardized systems of measurement, weight, and 
comage are adopted. Local rules concerning the rights and administration of 
property are superseded by universaUy vaUd standards. Taxes and services 
are imposed for common purposes of pubUc projects. From these and other 
measures results an awareness of the existence of a larger poUtical unity 
beyond the city waUs which leads to the recognition of that unity as the logical 
area for public policy and planning. 24 

Perhaps the first sign which betrays administrative order emanating from 

York ee i9^7T^r Myrda1 ’ R l- h L Ti S md P °° r - The Road to World Prosperity (New 
York, 1957), for an exposition of the concept of “cumulative causation” 

the of a Plafln “S Rw The Evolution of an Idea in 

E/Cn“ VlSLM, JtlS 19^ SOCM EC ° n0miC C0UnC “’ W ° rking Paper a0 • 12 ’ 



356 


JOHN FRIEDMANN 


the city, breathing that rational and calculating spirit of the city, is the taVing 
of a census. 25 In census work, heads, hogs, and houses are reduced to 
numbers by the objectively rational mind of those whose business is the man¬ 
agement of national territory. Censuses are required for the basic decisions of 
how to allocate society’s resources. They are the ledgers of national weak¬ 
nesses and strengths, the basic documents for planful, goal-directed action. 
The taking of a census is a first indication that a pohtical-administrative space 
is in the making. r 

The second crucial instrument for spatial integration of which administra¬ 
tion will avail itself is planning. 25 In planning, collective purposes are set 
forth as guidelines for policy and are detailed in course of a laborious time- 
consummg administrative process into proposals for public action, contained 
m budgets, maps, and accompanying charts and documents. Again, it is the 
whole of the political-administrative space with its varying needs, its differing 
and often clashing interests, and its regional subdivisions, that will be taken 
mto account. Planning will assist in the integration of the space economy An 
ideological force in its own right, it wHl provide for the orderly, sequential 
development of all parts of the effective political-administrative space and of 
the activities of populations residing in it. 

Eventually, a plan will issue into public action, setting into motion the 
entire machinery of government administration. A legal framework for the 
conduct of private affairs will be established; taxes will be levied and collected- 
helping to break down the dualism in society by furthering the expansion of 
urban institutions and a maturing of the urban hierarchy. Public projects will 
be started for roads, railroads, communications, electric power, housing, irri¬ 
gation, schools, health, and various forms of resources development. Initially 
the tendency will be for projects to be centered upon cities and the areas 
immediately surrounding them. But as progress continues to be made, as 
successes are beginning to be scored, as the voices of disaffected int^i^ials 
become louder and more urgent, as surpluses of capital accumulate, public 
projets will also penetrate into remoter and less developed regions. 

Behind these efforts will be discovered the spirit and the social patterns of 
an administrative class, resident in cities, and acting as surveyors of the 
creative, organizing powers of the city. In the conduct of their work, adminis¬ 
trators as a class are largely rational, impersonal, and socially responsible. 
Their outlook is materialistic, and their thinking geared to the scientific-tech¬ 
nological world-view. Of course, there will be waste and graft and self-seeking 
associated with any administrative system, but the standard by which adminis¬ 
tration will be judged emerges as self-evident from this description of the type. 


John Chadwick, “A Prehistoric Bureaucracy”, Diogenes , summer 1959 no 7 8 
cites evidence to this effect for Mycenaean Greece around 1500 B.C. ’ P? ‘ ' 

c n J^f Introduction to the Study and Practice of Planning”, International 

Social Science Journal , DC, no. 3 (1959), pp. 327-339. international 
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The Entrepreneurs. If intellectuals are responsible for the formation of a 
social space, and administrators for political-administrative space, it is the 
enterprising spirit in economic affairs that is responsible for organizing eco¬ 
nomic space. Enterprise, despite significant exceptions, is to a large extent an 
urban phenomenon. It is the city as a center of economic affairs that breeds 
that restless type, the entrepreneur, venturesome, ambitious, and always ready 
to strike out in new directions. 

What is meant by an effective economic space becomes evident as we at¬ 
tempt to visualize a geographic area whose limits are defined by a hi gher 
relative frequency of economic transactions within it than between itself and 
any other area. Internally, an economic space will have a structure defined 
by (1) the location of its centers of economic activity, (2) their functional 
characteristics, (3) the physical extent of local market areas, and (4) the 
flows of goods and services between cities and regions. Preconditions to its 
establishment are a common money economy, a common marlre t area; ^ a 
common set of economic rules necessary for obtaining economies of scale. 
The boundaries of the area over which these principles extend draw the rough 
outlines of a rudimentary economic space possessing as yet little internal 
structure and organization. A common or freely convertible medium of ex¬ 
change the first condition of a space economy—is basic to realizing external 
economies of buying, selling, and investing and to functional specialization 
according to the principle of comparative advantage. The continued division 
of the economy into a monetized and subsistence sector where barter is pre¬ 
dominant, precludes the creation of a unified economic space. Similar ly the 
existence of artificial obstacles to trade and to the flows of capital and 
labor—whether through customs tariffs or other institutional devices—will 
tend to divide an area into as many regional economies, each striving to 
attain to a degree of self-sufficiency and seeking to protect itself a gainst the 
actions of competing regions. Finally, as a third precondition to the for ming 
of an economic space, the rules of economic conduct must be the same 
throughout an area, preparing institutional foundations for centr alizing certain 
activities and effecting essential economies of scale. Banks, stock exchanges, 
corporations, cooperatives, and labor unions are all means for carrying out 
economic activities more efficiently. They represent a significant step towards 
a maturing space economy, they are the focal points of economic power fr o m 
which will flow the multipliticy of urban influences for org anizing economic 
life. 

These preconditions to the further development of space economy are 
usually brought about in concert with the creation of a political-administrative 
space, throwing into relief the intimate connection which exists between eco¬ 
nomy and government. For the issuance of money and the control of its value 
as a medium of exchange, the elimination of barriers to trade and to the flows 
of capital and labor, and the enactment and enforcement of basic economic 
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legislation are normal functions of the State. These preconditions will exist 
m areas where the effective powers of administrative hierarchy extend. There¬ 
fore, a primitive political-administrative space precedes the further elaboration 
of an economic space into its structural components. But once the general 
outlines of economic space have been defined, the evolution of social and 
pohtical-administrative institutions runs parallel to the progressive differentia¬ 
tion of economic space. Eventually, the three types of space will become so 
intertwined that they become indistinguishable from one another. This move¬ 
ment towards the spatial integration of the social system as a whole is accom¬ 
panied by and at one with the processes of economic growth. 

IJe internal structure of the space economy, as suggested above, is the 
result of investment-location decisions and of the rational economic calculus 
which underlies them. Within the framework of a rudimentary space eco¬ 
nomy these decisions lead to increasing areal specialization as determined by 
natural resource advantages, distance to existing markets and to sources of 
’ aVadable labor su PP ! y> climate, topography, etc. Such speciali¬ 
sm C ° me , t0 % “ ** dty> each cit y actin S for ^ own immediate 

region as a supplier of credit and capital, as a buyer and seller of products, as 

a processor of.locally produced materials, standing in line of communication 
with other cities in the emerging hierarchy of city regions and regions of 

„ For T“°” 0[ » only bJZ S 

trade and the exchange of goods. 

investoeS aCCUmulated ^ la ^st economic surpluses for 

investment, and it is urban interests that make investments and thus give shape 

SP f C eC ° n0my - 11 is completely natural that urban enterprises 

investments °f r6gions “ * e most Io gi cal localities for these 

investments. For cities: 

L no^TL^ 3CCeSS Withkl 311 area ’ bein 8 situated at the 

within L hierarchy; commumcation network at some one place 

2 " P ° SsibiIity f° r realizing substantial external economies through cer- 

• 

3 ' SSon^I 0 ' *"• 0f communication, and certain 

““ 8 eDtS fOT faCUitatiD 2 smo oth flow of economic trans- 

* e larg .! st relat [ ve market potential, wealth and population being con- 

is one o^ Ae^nn^T^ thr °“ gb ^ loc ation decisions of urban investors 

Who fc taLT P CtS ° f baMamt activities - 11 is entrepreneur 
who first introduces money economy on a large scale into subsistence-barter 
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ZLt v M \ dedSi0nS * at result * the differential centralization of 
economic activities, bringing about the rise of cities in the wilderness and 
drawing those cities into an ever tighter network of trade and econ^c’ret 

toAefoM ’ ? Y ^ e£fective economic space and adding 

to the total resources of society. At first, his purpose will tend to be narrowly 

exploitation of tb ^ PN? fit for the colonic 

pohcy wm vieldtfad reS ° UrCeS ' But * is ^enlightened 

cTTdT ? “”T1 by ** purcl “ in8 p 0 ™ »< 

city and its hinterland. The State, however, may beVooner awlT tw! 
complementarity than private individuals and will therefore frequently assume 
LiS entrepreneUr m the development of the city’s former “Lonial” 


VI. SUMMARY 

This essay has sought to bring out salient points that can throw light both unon 
the vexing problems of cultural transfonnation and on the related phenomena 

01 t o " c 8r ° wfli ' n ^ 

" d ‘|' at " hen provide the elements of , a**, of 

social change. The five mam concepts are: the city as a cross-cultural tvne- 

/ !Sv n ?T Urban WerarChy: the noduIar structure; effective sodd 

/ political-administrative and economic space; economic growk as 

f of a more comprehensive process leading to successively higher feydf of 

'- integration of the social system. y ^ 11 f 

From the concept of the city as a cross-cultural type it follows that there 
are no fundamental distinctions between industrial and preindustrial cities but 
.both are sharply distinguished from communal village life. All cities have in 
common a way of life that is characterized by laying igtS ^ 
heterogeneity and cultural vitality, and by inventiveness, ceativi y r.tkmX 
and civic consciousness. From the to to dries ami rite reriSs“ te 
them may be seen as functionally differentiated and arranged in hfaitic 
• fashion it follows that the extent of urban influence will vary with (a) the stage 
o evolution reached by the hierarchy as a whole, and (b)X relate poS 
of any given city within the hierarchy. position 

Economic growth has to be seen as part of a comprehensive process of 
.cultural transformation. From the ruthless destruction of old social forms no 
aspect of society will be spared. It is the influences spreading outward from 
fries that accomplish both the disruption of the traditional social patterns 
and the reintegration of society around new fundamental values. The city 
acts as a coordinating, space-creating force, thus achieving the integration oi 
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^ dimensions. Intelfectnals, adnmmMo,, and 
Sl^ r7 f h . Clty S agents m ^ task. With their success in organ- 
8 Me ° f a societ y> both “ a pattern, of activities and as a pattern in 

-hS? ^ ! ra ? UOna i D0ti0n ° f a cit y as a p ]ace having definite geographic^ 
Tnuts will tend graduaUy to disappear. Just as Karl Mannheim SsoJ 

spe^TfldlmT^r 35 ° nC ° f * e tendencies of «r age, so one may 
^ ^ urbanization as the end-result of modem economic 

STS ^ the f0rmer distinction ^een town and country will be 




19 - Latin American Cities: Aspects 
of Function and Structure* 1 

Richard M. Morse 


This essay will advance two interrelated hypotheses about the Latin American 

“ ty ; flrst of them has to do with the role of the city in the settlement 
of the New World. The second suggests certain characteristics of the modem 
Latin American metropolis. 

The analysis of the colonial Latin American city is frequently prefaced by 
a review of its medieval Iberian origins. These origins are clearly reflected 
m the internal workings and institutions of the New World city: in the munici- 
P ., j° n ! r01 ° f common lands; in the function and structure of craft and trade 
pilds; m the procedures for election of town officers by property owners; 
m municipal supervision of prices and trade practices; and in the role of the* 
church and of religious brotherhoods. Significantly, however, these quasi- 
medieval organizations and procedures were assembled — in the Spanish if 
not m the Portuguese lands — within a Renaissance city plan whose geo¬ 
metric lines of force radiated out to the vast and often loosely settled sur- 
rounding space. 1 

This leads us to perceive the New World city not solely as a projection 
of municipal and cultural traditions from the Middle Ages but as a protagonist 
m a large scheme of imperial colonization. The Spanish and Portugese 
monarchs claimed a territory the size of thirty or forty Iberian peninsulas. 
The conquerors and colonizers were largely urban types from two urban- 
minded countries. Yet, ironically, their task was to make contact with the 
soil and subsoil from which all wealth would flow, given the labor of millions 
of Africans and American Indians. 

In Spanish America ultimate title to all land was vested in the crown, 
which delegated the right to grant lands to the conquistadors, and later to 
viceroys and governors by agreement with town councils. In practice, the 
town councils tended at first to allot lands directly, operating at the margin 
of the law. By the seventeenth century the crown, desperately needing 
income, was asserting its right to sell vacant lands or to question the rights 


t pap ® r f Was f a A d “ abbreviated form at the December, 1960, meeting of the 
American HistoricalAssociation. Some of the research upon which it rests was done 
on a grant from Columbia University in the summer of 1958. 

Erwin Walter Palm, “Los origenes del urbanismo imperial en America”, Contribu- 
ciones a la histona municipal de America (Mexico City, 1951), p. 258. 

t Reprinted from Comparative Studies in Society and History, Vol. 4 (July 1962). 
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Fourth, the urban network was weakly developed. The lack of commercial 
reciprocity among the cities, which was accentuated by Iberian mercantilist 
policies, insulated them and tied them individually to Lisbon and Seville. 58 

If we assume such characteristics, we may permit ourselves the analogy 
between the Iberian colonization of America and the Roman colonization of 
Western Europe, fifteen hundred years earlier. In both cases the location of 
the colony-town is decided more by political, strategic and agricultural con¬ 
siderations than by mdustrial or commercial ones. (The Latin word for 
colony , colonia, is in fact related to colere, meaning “to cultivate”.) The 
administrative unit is a civitas or municipality, centering on a nuclear grid 
plan that is surrounded by arable fields, to be allotted to the colonists or to 
be held aside as an ager publicus or ejido. The Roman civitas was an old 
tribal unit, comprising a tribe and its territory. Its chief town served as its 
administrative center, having a government organized on the standard Roman 
model “Gaul was .. . too large, its tribes too backward and scattered, to be 
welded into the Italian type of a network of municipalities. A tribal territory 
was like a French department, or often larger.”* In Spanish America, similarly, 
municipal jurisdictions might extend scores or even hundreds of miles. The 
early Roman colonists were soldier-farmers, and their towns had a camp-like 
appearance. In Spanish America certain land grants were called peonias and 
caballerias, because they were allotted to foot soldiers or horse soldiers. 

If both situations yield the example of the geometrically planned town 
functioning as a metropolitan outpost and as a colonizing agent, so do they 
exhibit functionally comparable agrarian institutions. The latifundium, con¬ 
trolled by a single proprietor, originally from an urban background, becomes 
the agency by which rural workers are organized for production. In both 
cases a large number of these workers is culturally alien to the colonizers, 
and, whatever the dictates of the metropolis may be, it is largely the latifun¬ 
dium which determines the workers’ relation to the soil and the nature of the 
justice which they may expect to receive. Potentially, the latifundista has 
mixed rural-urban allegiances. When the social or economic promise of the 
hinterland is great, or when life in the town is penurious and oppressive, he 
will be drawn to reside in the country. This deprives the town of administra¬ 
tive leadership and of chances for economic growth to the extent that the 
latifundium becomes self-sufficient in agriculture and manufactures. 7 

In Roman Europe by the third century A.D. the wealthiest landowners 
were spending little time in the chief towns, which were being exploited by 


58 These historical aspects are further developed in Richard M. Morse, “Some Char- 
^(Jan^ezi^l^s^g 16110311 Urban History ”’ The American Historical Review, LXVII, 


8 Olwen Brogan, Roman Gaul (London, 1953), pp. 66-67. 

7 Ferdinand Lot, The End of the Ancient World and the Beginning of the Middle Ages 
(New York, 1931), pp. 115-130, and La Gaule (Paris, 1947), pp. 201-203, 406-407. 
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the metropolis, diminishing in size, and becoming gloomy fortified outposts. 
Rural workers, reduced to servile dependency upon the landholders, came 
to live in clusters of huts, and to form a kind of agricultural proletariat. 

A great villa not only had hand-mills, bakeries and such workshops as forges 
and carpentry shops needed for farm maintenance but might also support 
embroiderers, chasers, goldsmiths, sculptors and hairdressers. In short, the 
villa replaced the town as the vehicle of Romanization. “The towns”, wrote 
Collingwood with respect to Roman Britain, “represent romanization as the 
central government wished to have it; the villas represent it in the shape in 
which it commended itself to the individual British landowner.” 8 Of Gaul 
Brogan observes that with the decay of imperial authority over municipal life 
by the fifth century, the “great estates in the country and the bishoprics in the 
towns were the chief institutions which eased the transition to the Middle 
Ages”. 9 

The Spanish American encomienda was not strictly a latifundium, for it 
was not a grant of territory but a stipulation of reciprocal duties and privileges 
obtaining between Spaniards and Indian laborers. Within the limits indicated 
earlier, land grants intercedes) were generally made by town governments, 
while encomiendas were awarded by governors, audiencias and viceroys. As a 
definition of social organization the encomienda showed a medieval imprint. 

It scarcely corresponded, however, to the medieval manor, for encomenderos 
and their tributary Indians did not share the common traditions which underly 
a manorial regime of community and mutuality. The prominence of disposi¬ 
tions affecting the encomienda in Spanish laws revealed the crown’s constant 
fear of the encomenderos’ separatism and their exploitative use of Indian 
labor. In Brazil, moreover, the latifundiary fazenda rather than the encomien¬ 
da was introduced from the start, while in Spanish America the encomienda 
gave way in the eighteenth century to the hacienda, which appears to have 
had its origin in municipal land grants. 10 

Reverting to the Roman analogy, we will recall the insistence of Fustel 
de Coulanges that the structure of rural social organization in Western Europe 
as determined by the villa persisted as late as the nin th century. Village 
communities tended to lead a somewhat marginal existence and were usually 
scattered among and upon, and subordinated to, the villas. It was the villa, 
controlled by a single proprietor, and not the village which originally divided 
the land and organized rural life and agricultural production. 11 Neither the 

8 The Cambridge Ancient History, 12 vols. (Cambridge, 1923-1939), XII, 288. 

* Brogan, op. cit., pp. 210-211. 

10 Silvio Zavala, Estudios indianos (Mexico City, 1948), pp. 207-353; Louis C. Faron, 

The Acculturation of the Araucanian Picunche during the First Century of Spanish 
Colonization in Chile: 1536-1635 (Ph. D. dissertation, Columbia University, 1954), pp. 

62-67, 157-172. 

Fustel de Coulanges, L’Alleu et le domaine rural pendant Vepoque mirovingienne ! 

(Paris, 1889), pp. 38-42, 198, 229-231, 436-437. 
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Latin language nor Burgundian and Salic law contained a term that un¬ 
equivocally denoted “village”.* In general, a “village” was a grouping of 
co om and serfs on a villa, or else a small commercial or parochial center 
without agricultural functions. From roughly the fourth till the ninth century 
this situation prevailed. In Carolingian Gaul the “village, as a personality, 
did not yet exist, seemg that the ‘parish’ was scarcely beginning to be formed 
m the country districts”.* Only in the late Middle Ages did independent 

village communities come into being, growing in most cases out of the old 
villas. 14 


In the settling of Latin America the village community was of secondary 
importance alongside the town or “municipality” and the encomienda or later 
hacienda. The colonization of central Chile has been described as a con¬ 
centration of land m the hands of a few, “an extensive domination over large 
territories rather-than small village economies”.* In modern Venezuela the 
most frequent form of rural social organization is not the village but the 
dispersed and nomadic farm families. Eighty-five percent of the centers of 
populanon have 25 houses or less, and 92.4% of them have fewer than 
200 inhabitants. The resulting conditions of “solitude and isolation are 
contrary to the development of a spirit of communal cooperation” 18 

The colonial Brazilian village came often as an “afterthought”, a sponta¬ 
neous grouping to care for whatever needs of the settlers were not being served 
y the fundamental rural unit, the farm or fazenda. The nucleus of today’s 
rural community is the neighborhood, rather than the village center to which 
a cluster of such neighborhoods may or may not be tributary.* An eighteenth- 
century captain-general despaired of implanting the Portuguese village system 
in Brazil because of the centrifugal tendencies of the settlers. 18 His letters are 
similar to those of Spanish administrators in the viceroyalty of New Granada 
who, during this same period, were unable either to maintain the agricultural 
Indians in nucleated settlements or to gather the white settlers into systems 
of villages, or “parishes of Spaniards”. Even the larger towns were partly 
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abandoned because of an exodus of inhabitants to rural haciendas. 19 Today 
the nuclear rural group in this area — that is, highland Colombia — is still 
the neighborhood or extended family ( vecindario, vereda ) rather than the 
village, although there are signs that functional differentiation of the groups is 
finally causing complementariness among them and therefore the gradual 
integration of larger communities. 20 

In describing the autonomous and self-sufficient hacienda of northern 
Mexico in the seventeenth century, formed outside the pale of the encomienda 
“already drained by the Crown”, Chevalier explicitly advances the analogy 
with post-Roman Europe. Settlements of free workers were absorbed into the 
hacienda, and the Indian communities became hired labor upon it. Military 
power and judicial authority in effect devolved upon the hacendados, who 
attracted large retinues of relatives and hangers-on. Mexico City alone broke 
the monotony of this disintegrated society, “as the point d’appui of a State 
whose authority threatened to dissolve in the vast country”. 21 

The regions of the most advanced Indian civilizations, where systems of 
permanent nucleated settlement had grown up before the Spanish conquest, 
did not necessarily offer exceptions to the generalizations being developed! 
Such Indians were often regrouped into small areas for use as a labor force. 
In the case of Guatemala this “led to cultural integration on a ‘township’ 
basis”, with the municipios becoming “the fundamental cultural units”. 
Divisions tended to reflect preexisting ethnic groupings, “though it is probable 
that many of these lines were entirely arbitrary”. 22 In short, the uprooting 
and regrouping of highland Indian populations under Spanish administrative 
arrangements, and the disruption of pre-Columbian economies, might produce 
unknit or disarticulated hinterlands, as did the settling of empty lands. 

To complete the analogy between post-Columbian America and post- 
Roman Europe, of course, one would have to imagine a gradual cessation of 
all contact between the Old World and the New once the colonization was 
effected. Under such circumstances one might further imagine the universal 
decadence of town life and the decentralization of New World society around 
the landed estate, as Chevalier has described the process for northern Mexico. 
Finally, allowing the Americas many centuries of isolated history, one might 
envision the growth of village communities on or near these estates, as well as 
a network of exchange among them. 

In some regions, especially the more outlying ones, parts of such a process 
did certainly occur. In counterpoint to it, however, the more important cities 


18 Orlando Fals Borda, El hombre y la tierra en Boyaca (Bogota, 1957), pp 47-50 

20 Ibid., pp. 188-198. 

21 Franfois Chevalier, La formation des grands domaines au Mexique. Terre et socieU 
aux XVle-XVIIe siecles (Paris, 1952), pp. 390, 404-406. 

22 Felix Webster McBryde, Cultural and Historical Geography of Southwest Guatemala 
(Washington, 1945), pp. 88-89, 100-101. 
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of Latin America continued to serve as bureaucratic, commercial and cultural 
outposts of metropolitan Europe and, after Latin America independence as the 
c nters ° national political life. Furthermore, the economy of Latin America 
as a whole, far from becoming autarkic, came to hinge more and more upon 
the export of a few raw materials and tropical or semitropical food crops in 

thTh f ° r manufactures and other necessaries. This commercial relation 
with the increasingly industrialized temperate countries brought about erratic 
externally induced shifts in the centers of production. It tended to SefS 

A^rSlitm d CmS ° f ag u CUltUre aDd “ easUy u P rooted proletariat. 
vj| “ , d agauist . the mergence of a stable network of towns and 

exchfnge P UCing * ° f eCOn ° mic sur P luses and linked in commercial 

The history of the settlement of what is today the department of Norte 

^7?a^ l0mbia eXWbi \ many features characteristic of the urban 

idf i? l Amenca as a whole - 23 Six settlement phases have been 

identified for this north Andean region. (1) The conquest. Towns were 
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center , or between such centers. Some towns, like Salazar and Ocafia, had 

multiple foundings before certain military or commercial criteria were em- 

neiTt y SatlS le f ^ Rural dis P ersion - During the seventeenth century no 
new towns were founded, but some existing Indian centers were “Spaniard^” 

and brought into encomiendas as the rural taproots of economic life were 
struck. Also the earthquakes of 1610 and 1644 produced some changes of 
own sites. (3) Cacao phase. The intensification of agriculture, and in par- 
“ e r W commercial Possibilities of cacao, attracted population from 
the highlands to the hot, humid river valleys. Cucuta and other lowland towns 
were founded, some at the cost of depopulating previous nuclei. The careful 
egulations for founding cities contained in the Spanish Laws of the Indies 
were now no longer followed. 

^ CenterS ‘ 0verla PP in S the cacao boom came 
a period when old encomiendas or Indian settlements took on more importance 
owing to the wealth of the whites who resided in them. Some towns were 
formed by the grouping together of scattered Indian nuclei. (5) Improved com¬ 
munication. Intensified agriculture and a denser population caused an increase 
m transportation among population centers and the appearance of new way- 
station settlements along the routes. Before the nineteenth century, however 

1 ^ an be _ smd that the three main towns of the region — Pamplona, Salazar 
and Ocana - were still tributary to their surrounding encomiendas and 

ciendas, and that among them “there was no settlement net by which they 
might be unified”. y 
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(6) Coffee phase. The early nineteenth century saw the ruin of the cacao 
industry and a consequent dislocation of people from the valleys to the up¬ 
lands that was accentuated by the impact of the independence wars. The 
coffee boom after 1840 caused an indiscriminate founding of towns at centers 
of coffee production and at temperate altitudes, with little attention paid to 
topography and other factors of site selection. The thrust from this most 
recent colonizing phase continues into the twentieth century, and is finally 
giving a more cohesive set to the human geography of the region. 

Returning to the urban history of Latin America as a whole, we may now 
identify it as having two broad stages. The first was the centrifugal phase, 
when the towns distributed status- and fortune-seekers out to the land The 
social organization of the town was often unstable, and its very life sometimes 
ephemeral. Social power tended to flow to the rural estate, especially in 
Brazil and outlying Spanish America. Such towns offer contrast to those of 
medieval Europe which, through the centripetal process represented in 
Henri Pirenne’s faubourg theory, acquired larger populations and new eco¬ 
nomic processes. 

Latin American rural settlement, however, was exploitative, badly articu¬ 
lated and, we might say, of a provisional nature. It is easy to suppose that the 
loosening of latifundiary ties and a tip in the balance of social and economic 
expectancy might have caused heavy migration to the cities, giving urban 
development a sharply centripetal character. This is precisely what happened 
in the nineteenth and above all in the present century. 

Preliminary signs of the new cosmopolitanism and appeal of the larger 
cities were the urban reforms of such eighteenth-century administrators as 
Governor Gomes Freire de Andrade in Rio de Janeiro and Viceroy Revil- 
lagigedo in Mexico City. 24 Under Gomes Freire and his successors Rio 
received new public buildings, hospitals, streets and streetlights, parks and 
defense installations. The city’s famous aqueduct was built; pestilential areas 
were cleaned up or paved; reforms in municipal administration were in¬ 
troduced. 25 Mexico City benefitted from very similar improvements, which 
included better policing, paving and lighting of streets, a new aqueduct, and 
such buildings as the mint, the custom house and the school of mines. T ima 
was almost completely rebuilt and modernized after the earthquake of 1746. 
“And what was true of Mexico and Lima was true only in lesser degree of 
the principal provincial cities.” 28 

With the coming of Latin American independence in the early nineteenth 
century, cities — and especially the new national capitals — assumed a 

24 Ladislao Gil Munilla, “La ciudad de Hispanoamdrica”, Estudios Americanos, X, 
48 (Sept. 1955), 307. 

25 Vivaldo Coaracy, Memdrias da cidade do Rio de Janeiro (Rio de Janeiro, 1955), 
pp. 563-574. 

28 C. H. Haring, The Spanish Empire in America (New York, 1947), p. 345. 
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pivotal role as the cockpits of national politics, as centers for trade now 
free of mercantilist restraint, and often as refuges from the disruption and 
banditry of rural life. For Gilberto Freyre the key trend of the social and 
institutional history of nineteenth-century Brazil is the shift of power from 
the rural “big house”, or casa grande, of the planter class to the town house 
or sobrado, of the urban bourgeoisie. 2 ? The ascendancy of economic liberalism 
in the new nations helped to commercialize and build up capital in the urban 
economy, and to make available the multiplying products of the industrialized 
societies Even before banks were established, the Brazilian city of the early 
nineteenth century “began to extend its dominion over the country in the 
orm of loans”. 28 In 1844 a Venezuelan observed that, in his country, newly 
passed Benthamite legislation authorized high, even usurious interest rates 
that were giving the urban moneylender a stranglehold on the nation’s agri- 
cultural development. 29 6 


Statistics for the province of Buenos Aires show that the rural population 
continued to grow at a faster rate than that of the city until the 1830’s, when 
the failure of the government’s colonization policy and the city’s greater 
economic attractions swung the balance the other way.™ From then until the 
First World War Buenos Aires, like other cities of Uruguay and southern 
razil, depended for its growth largely upon foreign immigration. This, how¬ 
ever, was unusual in Latin America; and even in Argentina the total number 
of permanent immigrants was only one half of the 6.5 million arrivals, owing 
to the country’s relatively limited agricultural and industrial possibilities. 31 

By and large, Latin American city growth since independence has been fed 
by internal migrations. The nature and extent of these migrations are related 
to the patterns of settlement already described, and particularly to the lack 
of a seigneurial or village-community basis for rural social organization 
Certain social and technological changes of the nineteenth century cast adrift 
large numbers of rural workers. These changes included the abolition of 
Negro slavery; the disruption of Indian communities or resguardos by osten¬ 
sibly liberal” legislation; the commercializing and industrializing of agri¬ 
culture; and the intensifying of single-crop production that offered only 
seasonal employment. 


Reinforcing the push from the country was the pull of the city, especially 
the capital cities, now modernized with gas lights, trolley lines, broad prome- 


l CUbe* 0 Freyre Sobrados e mucambos, 2nd. ed„ 3 vols. (Rio de Janeiro, 1951). 
bnuth and Marchant, op. cit p. 201. 
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nades, theaters, opera houses and monumental public buildings. By urban 
improvements the national strong man catered to the increasingly absentee 
and city-based landholders of an oligarchical, almost clan-like society. The 
same improvements, however, attracted rural masses to the cities, where 
eventually they were to exert their own pressures in national po litic s. 

Since the rural-urban migration was common to the whole Western world 
after the Industrial Revolution, one must bear in mind special characteristics 
of the process as it occurred in Latin America. 

First, the Latin American migration to cities, taken globally, represents 
a pressing against a social and technological system rather than against the 
soil itself. Latin America contains 16% of the world’s habitable area but 
only 6.8% of its population. 32 

Second, the migration has been out of proportion to the opportunities for 
employment in manufacture. The ratio between employment in manufacturing 
and employment in “services” in Latin America is 1.4 to 1, as against a 1 to 
1 ratio in Western Europe. In the United States the “services” ratio is high 
(1.5), but growth in this sector was preceded by tremendous expansion of 
industrial productivity. The increase in the “services” category in Latin 
America partly precedes industrial development, and it reflects activity in 
what are often called the least productive services, such as petty commerce 
and certain personal services. Moreover, half of the Latin Americans said 
to be employed in manufacturing are really in handicrafts. 33 

Third, migration has favored the large so-called “primate” city, usually one 
in each country, thus creating a topheavy pyramid or hierarchy of cities, and 
leaving the networks of secondary towns underdeveloped. Transportation 
nets radiate out from the primate cities, and give frequently poor direct 
connections among hinterland towns. 

Finally, migration tends to assume an unselective, diluvial character, and 
rural migrants often bypass the intermediate forms of non-agricultural, semi- 
rural employment. 34 In Mexico and Ecuador there are even localities where 
the Indian becomes a factory worker or becomes urbanized without passing 
through the rural mestizo cultural stage. 35 


32 Kingsley Davis, “Recent Population Trends in the New World: An Over-all View”, 
The Annals of the American Academy of Political and Social Science, 316 (March 
1958), 7. 

33 Harley L. Browning, “Recent Trends in Latin America Urbanization”, The Annals 
of the American Academy of Political and Social Science, 316 (March 1958), 117; 
Davis, loc. cit., p. 9. 

34 Browning, loc. cit., p. 118. The more gradual process by which rural migrants were 
absorbed into the European urban proletariat is described in Georges Friedmann (ed.), 
Villes et campagnes, civilisation urbaine et civilisation rurale en Prance (Paris, 1953), 
pp. 159-161. 

35 Ralph L. Beals, “Urbanism, Urbanization and Acculturation”, in Olen E. Leonard 
and Charles P. Loomis (eds.), Readings in Latin American Social Organization & 
Institutions (East Lansing, Mich., 1953), p. 172. 



LATIN AMERICAN CITIES 371 

A sociological study of Lima, Peru, published at the turn of this century 
gives a trenchant if somewhat impressionistic account of the life and in¬ 
stitutions of that city.** Many of its observations might be generalized for 
the other urban societies of modem Latin America. Lima, we are told, lacked 
the superorgamc unity” of European cities. The regime of association was 
exceedingly weak. Neither professional groups nor workers’ unions had passed 
eyond a rudimentary stage. Political parties were organized not around 
principles but around personalistic leaders and their cliques who were seeking 
wealth and power. Class demarcations and identifications were loose, which 
impelled people to simulate higher class positions than they in fact enjoyed 
and to substitute appearance for reality. 

The citizen’s sense of civic responsibility and of loyalty to the larger com¬ 
munity, or municipality, was faint; and his opportunities for enteiprise were 
smothered by the triple evils of monopoly, usury and heavy taxes. A large 
proportion of the population was therefore non-functional. Some 30 000 
persons, or 30% of the inhabitants, were idlers who drifted among the cafes 
or, if youths, formed platoons on street comers to block the way and insult 
passing women. Only one child in three in Lima attended school. 

The nuclear social unit of Lima’s society, the author continues, was the 
extended family, which might range across all the class strata and afford a 
permanent means for its indolent members to prey upon the industrious. 

very family has its links scattered from the beggars’ asylum to the wealthiest 
class.” The main cause of Lima’s poverty and political corruption is that 
e chief of this tribe, however much he may work, can never, by the honest 
path, acquire sufficient resources to provide sustenance for so many people”. 3 ? 

At the time this study of Lima appeared, the modern growth of Latin 
American cities was still gathering momentum. Only four countries had over 
10% of their population in cities of 20,000 or more. By 1950, however, 25% 
of the total Latin American population was in cities of 20,000 or more, and 
17% was in cities of 100,000 or more. 88 This last percentage was 9% above 
the average for Asia, 4% above the world average, and only 4% below the 
average for Europe. But while Latin America had nearly as man y people 
in large cities, proportionately, as Europe, about two-thirds of its labor force 
was still in agriculture, as against slightly over one-third for Europe. 39 

Enough has been said of the causes and nature of growth of the Latin 
American city to suggest that its structure fails to conform to other city types 
of the Western world. A contrast that has been drawn between the socio¬ 
geographic structure of Sao Paulo, Brazil, and that of Paris makes the point 

H .9 ap £f T 0 ’ de Lima ‘ 4 voIs - ( L ™a, 1895-1902), in, passim. 
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that whereas Paris is divided into scores of autonomous administrative units 
Sao Paulo is an urban agglomeration that lacks any “organic subcenters of 
collective life . 40 This does not mean that Sao Paulo is a disorganized mass 
of individuals. It means that there is archaic, paternalistic centralization of 
control at the top and a multitude of quasi-familial, potentially vital social 
cells at the bottom, with weak structures and organizations mediating between 
them. The attempt to develop such intermediate structures need not and 
probably should not follow closely the model of the classic cities of the 
Western commercial and industrial world. 

A baseline frequently used in studying the Western city is a unilinear scale 
which ranges from the close-knit folk village to the metropolis and which is 
foreshadowed in the writings of Maine, Tonnies and Durkheim. An ultimate 
model for the urban end of the continuum — for the competitive, deper¬ 
sonalized, anomic metropolis — was identified by American sociology as the 
Chicago of the 1920’s. One version of this bipolar scale was formulated for 
a Latin American setting by Robert Redfield in his study of rural and urban 
communities in Yucatan. In comparison with the town, the village and the 
tribal settlement, he described the Yucatecan city of Merida as culturally 
heterogeneous, disorganized, secularized and individualized. 41 It may be 
inferred, however, that Redfield was more interested in constructing an ideal, 
universal typology than in identifying the specifically Mexican or Latin 
American characteristics of Merida. 

A leading trait of the Western metropolis is its highly developed regime 
of impersonal associations. This trait implies the condition of anomie, which 
pertains not to a man who lives in an unorganized world, but to one whose 
world offers a bewildering excess of possibilities for impersonal group affilia¬ 
tion. The Latin American city, however, is not richly endowed with associations. 
A study of Guadalajara, Mexico, (1950 population, 378,000) revealed that 
over 60% of 415 respondents belonged to no voluntary association at all; 
only 11 respondents (or 2.7%) belonged to three or more associations. Of 
the memberships, 49.8% were in church groups and 26.3% in a thle tic or 
“social” clubs. The fact that many of the city’s associations paralleled those 
of American cities and were therefore explainable by cultural diffusion, raised 
a question as to the extent to which they even answer “the functional neces¬ 
sities of an urban social structure per se”. Moreover the diffusion has been 
selective. The sample contained no memberships at all in secular women’s 
clubs, fraternal lodges, local political or “ward” clubs, or veterans’ associa¬ 
tions. There was little evidence of organization into pressure groups. 42 


D ® 1 °y. enzo Neto, “O aglomerado urbano de Sao Paulo”, Revista Brasileira de 
Estudos Politicos, III, 6 (July 1959), 121-127. 
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In Latin America, rationalistic, depersonalized forms of organization are 
making uneven headway against primary and personalistic forms This is 
borne out when we examine the structure of labor unions, political parties 
or business enterprise; 4 * or when we are told that a resident of Sao Paulo 

nUUl ° 11 ’ ^ ^ eXpCCted t0 be in touch with anywhere 
om 30 to 500 relatives; 44 or when we observe that only 3% of the 47 000 

manufacturing plants in Colombia have more than twenty employees. 4 * 
ural migrants to the big cities, however bewildered and disoriented they 
may be, are not, strictly speaking, “massified”. 4 * They carry with them or 
as circumstances permit, re-create quasi-familial or neighborhood arrange- 
men s. as been pointed out that whereas rural migrants to European 
cities m the eighteenth and nineteenth centuries soon found new homes and 
loyalties m the city, their modem counterparts in underdeveloped countries 
continue belonging” to their places of origin. The city remains strange to 

lrimh' and f ° rCeS ^ * seek out as **ociates persons from their own 
kinship group or region. Patterns of co-operation, authority and responsibility 
a e fashioned upon rural models rather than upon those of the Western city « 
In a Latin American city rural migrants and, in general, the proletariat 
are not customarily crowded into a blighted area at the urban core, as in the 
schema devised for the North American city by the sociologist E. W. Burgess- 
but they are scattered, often in makeshift dwellings, in peripheral or interstitial 
zones. The Latm American city center with its spacious plaza was traditionally 
the residence area for the wealthy and was the point of concentration for 
urban services and utilities. The quickening of commercial activity in this 
center may displace well-to-do residents without necessarily creating “con¬ 
taminated” and overcrowded belts of social disorganization. The poor are 
often not attracted into transitional zones by cheap rents; they tend to move 
out to unused land as the city expands, erecting their own shacks. The 
downtown area becomes converted for commercial uses or for compact and 
modem middle- and upper-income residences. 48 

In Guatemala City in the 1940’s the four worst slums were all peripherally 
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located and all brand new. Within two kilometers of the city center there 
was only one area of distinctly poor housing. The “lower class half-urbanized” 
groups in great misery but without being overcrowded on the American scale; 
“the tendency to interior breakdown of the urban configuration which so 
concerns contemporary North American planners is not a problem in Guate¬ 
mala”. And while it is clear that the city’s acculturation of the rural migrant 
is a disorganizing experience which entails a period of cultural marginality, 
we are led to question “the assumption that individual and institutional dis¬ 
organization are progressive functions of urbanism per se”. 49 

Recent studies shed light upon the formation, structure and social processes 
of the urban areas settled by rural migrants. In the case of Rio de Janeiro 
the first javelas™ appeared in the late nineteenth century. However, most 
of the city’s poor continued to live in collective dwellings, usually converted 
from houses of the wealthy, until about 1930, when there came a surge of 
rural migration. Construction of “rustic” dwellings in the city rose to an 
average of 1,000 per year in the 1930’s and to 2,700 a year in the 1940’s. 
By 1957 650,000 people, or a fifth of Rio’s population, lived in favelas. S1 
Of the population of Lima, Peru, about 10% live in barriadas, or communities 
of dwellings on unimproved land generally peripheral to the city. On a single 
night in December, 1954, it is reported that 5,000 persons “invaded” T ima 
to establish a colony on a tract along the Rimac valley. 52 

The majority of the urban proletariat tends to be of rural ori gin Of the 
family heads in the Lima barriadas studied, 89% were bom in the provinces, 
only 11% in Lima. Of the former, more than three-fifths came from the 
Indian cultures of the mountain area. 52 A sample of semi- and unskilled factory 
workers in Sao Paulo showed that no less than two-thirds of them had either 
worked in agriculture or lived in rural settings. 54 Some of the migrants to 
cities those from the Andean or Middle American Indian areas, for 
example — may carry with them developed traditions of collective action. 
In Brazil, on the other hand, the rapid disappearance of the mutirao, a rural 
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institution for mutual aid, has left few such traditions “beyond the orbit of 
kinship and neighborhood relationship”. 55 Even, however, in the barriadas 
of Lima with their migrants from Indian highlands, the insecurities and mixed 
origins of the inhabitants work against cooperation, so that “the family 
remains the sole effective compensating unit”. In rural areas the family, the 
community and tradition are all cohesive forces, “whereas in the city there 
is nothing left but the family”. 5 ® 

The fact that large extended families do not move from country to city 
intact and in a moment of time does not necessarily mean — as much urbani¬ 
zation theory would assume — that the migrant family is stripped down to 
the nuclear or conjugal unit. In the favelas of Rio de Janeiro, to be sure 
Pearse found only 17 “nuclear families with accretions” in a total of 279 
families studied. He also found, however, that migrants to the city came as 
links m a chain of kin groups “both preceded and followed by kin in persistent 
movement citywards”. City dwellers give every assistance to in-migrants 
elonging to their kin group. New kin groups are created within the city by 
marriages, and the appointment of godparents may either reinforce existing 
groups or extend them by incorporation of non-kin. Visiting tends to occur 
among kin-group families of the same or different favelas rather than among 
neighbors. Little sentiment attaches to the geographic neighborhood, and 
attendance at general gatherings for the public is not well looked upon. The 
kin group serves as “the dominant and almost exclusive sanction group” for 
the behavior, protection and collective action of its members. 57 

Some version of the extended family seems to be a basic social unit common 
to all the urban working-class zones. Moreover, the family size of the average 
dwelling unit is not always so small as in the Rio favelas observed by Pearse 
nor always limited to the conjugal family. A comparison between rural 
Venezuelan communities and migrant communities in Caracas reveals that 
the number of extended-family households drops by only 1% in the city, 
and that the average family size actually increases. 58 Oscar Lewis followed 
his study of the Mexican village of Tepoztlan with studies of districts, or 
vecindades, of Mexico City peopled by migrant Tepoztecans. Not only was 
the average household size in the city larger than in the village (5.8 against 5), 
but the city households contained a slightly larger percentage of extended 
families. Lewis found “very little evidence of family disorganization in the 
city”. There seemed to occur no weakening of parental authority over children 
and no decline in church attendance and religious practices. It even appeared 
that the trials of urban life gave continuity to a family solidarity which was 


55 Ibid., p. 14. 

56 Matos Mar, op. cit., pp. 17-18. 

57 Pearse, op. cit., pp. 7, 10-12. 
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evoked in the village only during crisis or emergency. 59 Lewis reports one 
vecindad in Mexico City in which most of the families, originally migrants, 
have lived for fifteen to twenty years. Over a third of the households have 
blood relatives within the vecindad, and a fourth are related by marriage or 
kinship.*® In Lima, the associations of residents based on provinces of origin, 
the associations of residents of the barriadas and the trade unions are all 
secondary to the family, “which provides the greatest source of security for 
the inhabitants of these areas”.® 1 

The point is not that rural or familial institutions are indefinitely preserved, 
or precisely duplicated, in the Latin American city. It is, rather, that the 
utilization and adaptation of such forms are a necessary alternative in the 
near-absence of mechanisms for the rapid assimilation of migrants into the 
urban milieu. Thus we find that lower-class residents of the fast-growing city 
of Cali, Colombia, maintain not only the traditional compadrazgo (extended 
family or coparenthood relation) but also an improvised urban variety of it. 
The conventional one, carried from the country, acknowledged the compadre 
as “the trusted person who may eventually replace the father of the family ” 
while the city-bom version is designed to obtain “economic aid, even though 
sporadic, from a person of higher income”. “Thus the traditional compadrazgo 
binds neighbors among each other, while the economic one binds them to 
the city.”® 2 

A study of political behavior in Rio de Janeiro concludes that the city 
worker, “failing to find in the urban structure the powerful organizations of 
professional and social solidarity which constitute the bulwark of urban life 
in the highly industrialized countries, seeks to rebuild his political behavior 
following the guidelines of agrarian patriarchalism”. The local ward boss is 
utilized by his higher-ups in the same way that the agrarian “clan” leader 
once utilized the compadre, the authority figure of the extended-family 
relation. 68 

Of the compadrazgo in Mexico City Lewis finds that it has made urban 
adaptations without becoming weakened. In the city many types of godparent 
fall into disuse; by and large it is only the godparents of baptism and marriage 
that continue to be named, and these are generally blood relatives because 
the family has not the friends it knew in the village. Thus the urban com- 
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padrazgo is reinforced by blood ties and becomes more personal, less cere¬ 
monial. It comes in fact to resemble more nearly the version originally 
introduced in Mexico City by the Spaniards. 64 

Hand in hand with the quasi-rural forms of social organization found in 
the city goes the conventionally agrarian attitude of dependency of the poor 
or weak upon the rich or strong. The urban or “economic” compadrazgo 
of Cali described above is a product of such an attitude. The mi gr ant in 
Rio de Janeiro is not content with a mere wage nexus, and he looks for the 
patron, the bom patnao, who will advance him money or medicine, or help 
him cope with the bureaucracy. He may even appeal for tutelage to a strong 
saint through prayers or communication via a medium. Pearse uses the term 
populism to describe the system of patronage or “clientage” which preserves 
for the urban scene the spirit of rural face-to-face dependency relations. The 
common man receives his benefits — jobs, welfare services, recreation facili¬ 
ties, and so forth — through the intervention of “populist” and well publicized 
leaders who utilize informal patronage structures that usually lie outside the 
formal structures of administration. “Populism does not favour the organiza¬ 
tion of common interest groups or cooperative groups, and power is usually 
delegated downwards rather than upwards.” The common man fits easily into 
this situation, for “he does not know either how to obtain his legal rights 
or how to operate successfully even in the lower echelons of the power and 
influence structures”. 65 

Of course, the obverse to dependency is “independence”. That the latter 
sentiment is no less intimately a part of the migrant’s outlook is attested by 
his stubborn preference for the one-family dwelling, however crude and 
makeshift, even in the largest metropolises. Nearly every migr ant to Sao 
Paulo looks for the chance to work on his own. “Any job where I’d give the 
orders , said one; “it could be anything, a liquor shop, a food store. Anything 
that could be mine. Nobody would give me orders there, see?” 66 A factory 
worker employed some years may frequently be expected to lower his 
production rate so that he will be dismissed and may then set up his business 
with the dismissal compensation. Each worker’s performance tends to be 
guided by an internalized norm, deriving from rural traditions but reworked 
under city influences and in answer to his particular needs as he sees them. 
That is, his job behavior is guided more by personal, independent criteria 
than by the requirements of the system. 

Given the urban worker’s lack of experience with secondary groups and 
lack of identification with the industrial structure, it is no surprise that his 
most effective group participation is on an ad hoc, cooperative basis. It is 
through mutual-aid residents’ associations that the inhabitants of the T.ima 
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barriadas exert pressure on the bureaucracy, the church and other entities 
to acquire the essential services of urban life. Organized communities are 
thus constituted which have “as their specific objective home ownership”. 67 
An example of such an association in Cali is the Central Pro-Vivienda de 
Colombia, a virtually spontaneous organization of 3,850 lower-class family 
heads who each pay about twenty cents a week to a common fund for acquiring 
residential land and urban services. The Central is governed by its own 
general assembly, board of directors and governing committee. Its objectives 
include: legal acquisition of land for individual home ownership; assistance 
in home construction; studies to determine the greatest needs of the poor 
classes and the ability of each family to pay for its land; solidarity of homeless 
persons without attention to political, religious or racial considerations; 
exertion of pressure to bring down land prices near the city; encouragement 
of cooperation and self-help among the poor, especially for the construction 
of dwellings; moral and cultural improvement of the poor and defense of 
the nuclear family; resistance to the creation of new slums and the “invasion” 
of private lands. 68 

In all, some 4.5 m i lli on Latin American families live in urban slums and 
shanty towns. Often it is they themselves who take the initiative and organize 
to improve their living conditions and administer their own affairs, to become 
on occasion effective political groups. 69 There exists an economic argument 
against high governmental expenditures to improve the material condition of 
these urban poor. It is that a fixed capital investment in Latin America of 
$100 generates $40 to $50 of production per year. The same money invested 
in residential building generates only $10 to $12.™ This is an important 
consideration for an underdeveloped country. As a cold dollars-and-cents 
argument, it becomes more palatable when taken in combination with a 
sociological one namely, that the hiatus between urban bureaucratic 
structures and the agrarian background of the migrant is so great that accom¬ 
modation of one to the other can be expected only after the migrants have 
grouped themselves, if possible with understanding guidance, in ad hoc, 
transitional associations. In short, the alternative to the urban worker’s 
personalistic “dependency complex” is not necessarily impersonal, bureau¬ 
cratic regimentation but might be an appeal to his “independence complex”. 

Wherever we pick our way in the study of the modem Latin American city 
we must be careful not to trip over concealed premises that derive from 


67 Matos Mar, op. cit., pp. 11-12. 

P ™; Viv j end D a u e Colombia: ’ Sfntesis sobe origen, organization y finali- 
„ „ ’ *1 by E * lardo Burbano R., secretary general of the Central, June 1960. 

Report of the Seminar on Urbanization Problems in Latin America”, United 

F^eor^y^S 12717887267 ^' 1 ' UNESCO/SS/URB/LA/ye/Rev. 1 (29 
79 Ibid.,p. 3L 
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familiarity with West European or North American cities. At least three such 
premises have come to the surface in this paper: 

(1) The primate city. It is customary to deplore overwhelming concen¬ 
tration of persons and services in a single primate city which is said to be 
parasitic and to be a “cause” for the underdevelopment of the hinterland. 
One observer asks, however, whether urban concentration does not offer 
advantages in countries which cannot afford to dissipate their meager resources. 
If Montevideo, which contains 40% of the population of Uruguay, were 
divided into two or three cities, would these still offer the existing services 
and amenities? Also, the beef-and-wool economy needs relatively few rural 
workers to run it. The question is raised, is not Latin America perhaps 
“over-ruralized” rather than “over-urbanized”? Is not the present afflux to 
the cities healthy, as helping to provide both a solution for agricultural under¬ 
employment and a better opportunity for rationalizing rural production?’! 

(2) The “services” sector. Another observer asks us to be wary of a facile 
distinction between the high proportion of tertiary employment, or employ¬ 
ment in “services”, found in rich countries (seen as an index of progress) 
and the high proportion found in the poor countries (seen as an index of 
poverty). Services in Latin America are often loosely referred to as “petty” 
ones in which “excessive” numbers are employed, though with no definition 
of terms. The question occurs, do not people generally seek out the most 
advantageous employment, and would not those who are in “petty services” 
tend to be less productive in the other occupations open to them? May not 
Latin American city growth be reallocating the working force into more 
effective occupational patterns? 72 

(3) The city as ‘ Gesellschaft’’. The assumption is frequently made that the 
urbanization of modem Latin America implies the depersonalization of social 
ties, the ascendancy of the secondary over the primary social group, and the 
bureaucratization of the occupational structure. While it is clear that such 
processes are at work, it is less certain that they are as unequivocal or as 
overmastering as in the classic model of the Western metropolis. Certainly 
there is nothing prescriptive about them, and the attempt to build an in¬ 
dependent theoretical model for the Latin American city would be of solid 
practical value for the reconstruction of its society. 

There is already much evidence that similar analyses need to be done for 
cities throughout the underdeveloped world. William Kolb suggests that these 
cities cannot “afford” the diversity and anarchic conflict of Chicago in its 
heyday. They will industrialize and achieve fitting levels of welfare largely 
under governmental control. Diffuse bonds of neighborliness and kinship in 

71 Browning, loc. cit., pp. 116-118. 

72 Simon Rottenberg, “Note on the Economics of Urbanization in Latin America”, 
Umted Nations document E/CN.12/URB 6 - UNESCO/SS/URB/LA/6 (30 Sept. 
1958), pp. 8-11. 
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cities can be further developed and may long endure. What Talcott Parsons 
calls the universalistic-achievement values of the Western city may never 
receive full stress in other settings. “Primary controls of a community oriented 
variety can be much more prominent both in the control of individual action 
and of corporate action.” 78 

Marriot speculates that in India extended primary group organization 
may even have grown stronger with the growth of cities. 74 Banton gives us a 
study of the city of Freetown, Sierra Leone, which has a population that is 
about three-quarters tribal. Here the fusion points of African and Western 
culture often produce new cultural forms which are outwardly European but 
retain a latent content of tribal significance. 75 It should in fact be noted that 
an attack has even been launched upon the assumption that extended famil y 
relationships are incompatible with the democratic industrial society of the 
West. It is now asserted that the isolated nuclear family was the most func¬ 
tional type only during earlier stages of industrialization. A modified version 
of the extended family, no longer characterized by geographic propinquity, 
occupational nepotism or strict authority relations, appears to be coming into 
a more important role in the Western industrial city. 78 If this is the case, it 
would almost seem that the Latin American city is, in certain respects of 
social organization, more “developed” than that of the developed nations. 

At this point we may restate the two interrelated hypotheses which have 
been set forth in this paper regarding the process of Latin American coloniza¬ 
tion and the structure of the modem Latin American city. The early settlement 
patterns had, by and large, a municipal point of origin. During the colonial 
period, however, rural institutions developed to an important extent outside 
the radius of municipal control. Under such conditions, rural social organi¬ 
zation was thrown back upon extended-family, compadrazgo or neighborhood 
units. 77 These were reminiscent of the hermandad or adfratatio of early 
medieval Europe, a social unit which at the time of the discovery of America 
had given way to a more complex type of community organization. 78 


78 William L. Kolb, “The Social Structure and Functions of Cities”, Economic Devel- 
opnient and Cultural Change, III, 1 (Oct. 1954), 43-46. 

74 McKimm Marriott, “Comments” on Kolb’s article, loc. cit, pp. 50-52. 

1957 ^ lchael Banton - West African City: A Study of Tribal Life in Freetown (London, 

78 E !, twak > “Occupational Mobility and Extended Family Cohesion” and “Geo- 

Yvv^i M f Dd Extended Family Cohesion”, American Sociological Review, 

XXV, 1 and 2 (Feb. and April 1960), 9-21, 385-394. 

77 Fals Borda, op. cit., p. 188. 

n nn^° nS i?^ SCh ’ T , he Economic and Social Foundations of European Civilization 
rliira„t«. n i cj i’lf'j- Eduardo Hinojosa, “La comunidad dom6stica en Espana 
“ ^ I Medla > La Lectura, V, 2 (1905), 233-241, and “La fraternidad artificial 
en espana , Revista de Archivos, Bibliotecas y Museos, EX, 7 (July 1905), 1-18; Sidney 

n_., ln an , Enc Wolf, “An Analysis of Ritual Co-parenthood (Compadrazgo)”, 
Southwestern Journal of Anthropology, VI, 4 (Winter 1950), 341-368. 
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As the Latin American city entered its centripetal phase in the nineteenth 
century, it began to reap as it had sown. It drew massively from the rural 
areas, and the migrants depended heavily upon traditional or impromptu 
primary group organizations for their accommodation to urban life. Thus the 
city, which imparted an individualistic, exploitative spirit to the settling of the 
land, exhibits internally the traces of agrarian, familialistic social structure. 
Any attempted reconstruction of the Latin American city which relies upon 
secondary associations to the neglect of primary groups would seem, there¬ 
fore, to have only tenuous chances of success. 






2o. Urbanization, Political Stability, 
and Economic Growth* 

Shanti Tangri 


Sociologists and economists have in general tended to agree about 
the mutually beneficent influence of urbanization and economic de¬ 
velopment. The argument runs in terms of economies of population 
aggregation and value transformations conducive to economizing, 
enterprising, and innovative behavior. Generalizations in this field 
are based largely on the historical experience of Western developed 
economies . 1 

I have argued elsewhere that urbanization is neither a necessary 
nor a sufficient condition for economic growth . 2 Under certain con¬ 
ditions, however, and up to a point, it can be a desirable condition 
for growth, while under other conditions, or beyond a certain point, 
it can be a factor in slowing down growth. In contemporary India 
the process of urbanization, in both magnitude and nature, seems 
to be a factor retarding rather than accelerating growth. 

^ ere ^ do not propose to review the highly important but well- 


n ' F °' 3 brief (and unsympathetic) review of non-Weberian theories of the city see 
Don Martindale and Gertrude Neuwirth’s Prefatory Remarks (pp. 9-62) in their 
a / ^ Clty \ hy MaX Weber (Glencoe ’ I1L: Free Press, 1958). For a more 
SctLtof rvTl discus . si0 “ se ? William L - Kolb. “The Social Structure and 
1954) 30-46 C ’ EC ° n0mlC De ‘ vel °t ment and Cultural Change, III, No. 1 (October, 

* n T estm T e T nt . and . Rates of Growth > with Special Reference to India” 
critids" n/be e <‘ ^° n : U 1 mVe - rSlty ° f CaI!fornia > Berkeley, 1960). For a historical 
Cities in through urbanization” thesis see Carl Bridenbaugh, 

YoJk: Knopi ms)! 1 ^ (N ' W Y R ° naId PreSSj 1938) ’ and Cities in R ™ o!t (New 


* Reprinted from Roy Turner, ed„ India’s Urban Future. 
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discussed issues of social overhead capital, economies of scale for 
industrial plants and cities as a whole, external economies, consumer 
densities, pools of labor, skills and knowledge, centers of com¬ 
munication and innovation, etc . 3 My contention is rather that we 
cannot determine the role of urbanization without estimating the 
economic costs or benefits of such urban phenomena as anomie, 
political and ideological ferment, and transformation of cultural 
and social values. For drawing policy conclusions we need also 
to know comparable costs and benefits associated with social 
change among rural populations. I have been unable to find com¬ 
parative studies of this nature. Reviewing the literature on social 
and economic change leads me to believe, however, that the socio¬ 
economic costs of tradition-oriented rural attitudes, though never 
measured, are usually assumed to be prohibitive enough to make 
growth extremely slow, if not impossible, while similar costs of 
urbanization are seldom considered to be high enough to prevent or 
^ 7 tarc ^ change. Indeed, this is what the historical experience of 
Western societies seems to indicate . 4 That perhaps is not and will 
not be the case m India and some other underdeveloped countries. 
As the benefits of urbanization have been discussed extensively in 
the literature, I will discuss primarily the other side of the case 
in this context a few words about the relative rural-urban potentiai 
ror economic development are in order. 


The Rural-Urban Potential for Asset Formation 

In the cities, the savings of entrepreneurial and managerial classes 
tend to be high, and those of middle and lower classes to be low 
or negative, because of low incomes and/or higher consumption 
standards and lower earner-dependent ratios in families. Thus, 
while the proportion invested out of industrial incomes tends to be 
relatively high, compared to investments out of agricultural in¬ 
come, it is not clear, how the total urban savings-income ratio 
compares on a per capita basis with the rural savings-income ratio. 


Eric Lampard, “The History of Cities in Economically Advanced 
tl-136 Ec °” 0mlC Devel °P ment and Cultural Change, III, No. 1 (October, 1954), 


41 Ibid., p. 132. 

f . Rosenste » n -R°dan thinks the former ratio is often as high as 35 per cent and 

^ o^sonil “ - and T 1 CeDt (TUs and other reference s to him are based 
TprhnnT^ o-v ^conversations and a seminar he gave at the Massachusetts Institute of 
S t the , spr ; ng of «»•) Wilfred Malenbaum derives the figure 10 per cent 

Rural llr t P k S A?* P e data 0n India; cf - The ** on-Monetized Sector of 
Rural India Cambridge, Mass.: Center for International Studies, M.I.T., 1956), 

p. 11. He thinks the figure may be a slight overestimate. Some economists think the 
figure is much lower. For an argument that most estimates of rural capital forma- 

Vnderde b , ,a - Sed Basil S- Yamey > and Peter T - Bauer, Economics of 

Underdeveloped Countries (Chicago: University of Chicago Press, 1957), pp. 16-31. 
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about relative opportunities become irrelevant" , pePCeptlons of reality by villagers 
reasoning assumes that migration can be h Tl J for (( . Ion g;run population flows. This 
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lenders—involve the use of local labor, materials, skills, and or¬ 
ganization. Constructing schools, clinics, and community centers, 
digging ditches and canals and building roads, terracing, bunding, 
and hedging-fields, planting suitable trees on fallow land, con- 
troling soil and wind erosion, and developing village ponds as 
sources of fish supplies: these also are dependent on similar uses of 
labor and skills. 

In addition, the potentialities of increased agricultural output 
resulting from better practices and marketing, and the consolida- 
*J on o , holdings, net of expenses of innovation, seem impressive . 8 
Addition of new facilities, such as brickkilns, multiplies this po¬ 
tential several times, brickmaking being one of the simplest and 
least expensive operations, ideally suited for local production, dis¬ 
tribution, and use in most communities . 9 

In ten years of planned development India has not come any¬ 
where near to exploiting this potential fully, and this in spite of the 
demonstration by Communist China of its powerful role in the 
initial phases of development . 10 

The Cost of Theologies and Ideologies 

Around the theory of indivisibilities, ably propounded by Pro¬ 
fessors Rosenstein-Rodan, Nurkse, and others, has grown an al¬ 
most mystical complex of belief with many variations . 11 Crudely 
put, it amounts to this: in underdeveloped countries you have got 
to have a big push if you want to generate self-sustaining growth 
(enough to outstrip population growth). The big push is then re¬ 
lated to big projects and the most up-to-date technology. 

these ideas have some validity. But political beliefs and 
historical associations have taken this discussion partly from the 
realm of theory and reality into that of dogma. Many Marxists are 
for this way of thinking because it fits the Russian model. Some 
ardent nationalists are for it because other theories seem to stress 
rural and agricultural development, a thing which the British 
rulers used to stress. 


See, for example, Albert Mayer, McKim Marriott, and Richard L. Park, Pilot 
Project, India: The Story of Rural Development at Etawah, Uttar Pradesh (Berkeley 
and Los Angeles: University of California Press, 1958), pp. 233-287. 

9 Kurukshretra: A Symposium on Community Development in India, 1952-1955 (New 
Delln: Community Projects Administration, 1955), pp. 298-308. The facts reported 
here are also cited in Mayer et al, Pilot Project, India , pp. 272-278. 

Wilfred Malenbaum, “India and China: Contrasts in Development Performance” 
American Economic Review , XLXI, No. 3 (June, 1959), esp. pp. 305-307. See also 
Durdin Tillman, “Red China Plans Vast Irrigation,” New York Times, November 3 
1958, and other similar reports in the Times . ’ 

11 For a brief review of these theories see Benjamin H. Higgins, Economic Develop¬ 
ment, Principles, Problems and Policies (New York: Norton, 1959), pp. 384_4-08. 







386 


SHANTI TANGRI 


Rightly or wrongly, to many this British attitude was an indi¬ 
cation of Britain’s desire to keep India a nonindustrial, raw-ma- 
terial-supplymg colony. To some, like Pandit Nehru, the big dams 
are temples of a new. faith” in India. 12 To others, steel mills 
are the crux of economic development To yet others, steel mills 
and shipyards are the symbols of national power and autonomy. 
Psychological symbols and national power may legitimately com¬ 
pete with economic goals. Steel mills, unlike shipyards, are per¬ 
haps economically justified in India. The point, however, is this- 
if economic criteria indicate that a network of rural feeder roads 
is more productive for the economy than an airline, or fertilizer 
factories are more remunerative than steel mills, it needs to be 
explicitly stated that the choosing of steel mills and airlines in- 
voives the adoption of other criteria. Indeed, the commitment 
or the bulk of the nations resources to construction of dams and 
irrigation systems with long gestation periods is not easy to justify 
on economic grounds, when the urgent problems of food, shelter, 
and clothing can be solved much more quickly with simple technolo¬ 
gies, less capital, and more labor. 13 


lhe example of big dams illustrates that gigantomania is not 
always biased toward urbanization. However, due to the correla¬ 
tions between economic development, industrialization, and urbani¬ 
zation which most people carry in their minds, it tends to favor 
urbanization and industrialization, particularly capital-using indus¬ 
trialization at the cost of labor-using, agricultural, and industrial 
development. It results m inefficient use of resources for the “short 
run (which may extend to fifteen or twenty or more years) in 
exchange for added but more uncertainly anticipated benefits in the 

rltZ S 7an ^ cn eC ° n ° my like that of India - when high interest 
rates of 4 0 or 50 per cent per annum, 14 reflecting the scarcity of 

Mlllr^L^2s D ms n Ind!a L °° ms as ‘ Temp,e of Faith '”’ Christian Sde ™ 

F economically feasible program for development. Cf. Walter Galenson and 

2) nch .rss.'i'.t 

mocracy It amounts to controlling population growth by starving a section of the 
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capital (and not the artificially controlled low rates of interest 
such as 3 or 4 per cent in the imperfect capital market) are used 
to discount the flow of future outputs, it is not at all clear that such 

lonfrun XTTT* ^/t™ 78 m ° re P roductive - even in the 
depreciating investments U °’ l^cldy 

miring , WSre °‘ “t P; bl | sh ' d information which attempts to 

J y g run Projects in India on such economic grounds. When 

even trvbe to^stfh* 0 ^ that they a PP ly them without 

to occur and Z t , 1 ? em ’. Wast f ul ^location of resources is likely 
to occur—and the theories take on the character of theologies 

hus, very often the zeal for setting up the most modern factories' 

tion a^d urbanization tCmS ^ ^ C ° StS ° f -^rializa- 

Another important reason for the increased expensiveness of 

nublkwelT m F nd i a !f . the , modern and egalitarian ideology of 
norP f -'l Eng and . m , the 18th and 19th centuries could ig- 
h , social costs of slums, unsanitary conditions, and fire 

eZ\ % f T 1 extent th T an Can India in the 20i century^ 
156 7nn “° f tad San , I , ta j 1 ° n, L J° siah Stron S believed, there were 
“f™ ,T neCeSSary deaths m U.S. cities in 1890. 15 Today, 
public health measures are introduced first in the cities. The re¬ 
sulting population growth, with overcrowding of housing, schools 
hospitals, and transport systems, and shortages of food § and other 
necessi^ 8 , 1S a well-known story. Thus are befng built the pressures 

to Z Zh a ! d - hC ten81 ° nS Y hkh may lead t0 Political turmoil or 
to an authoritarian regime. And hence, as Rostow has stated, the 

responsibility of the non-Communist literate elites in . transi- 
tional societies [to] ensure that the humane decision to sa've lives 
Goes not lead to an inhumane society.” 16 

This welfare philosophy is affecting villages also. Describing 

wro e g “Even C 7^ *S d b T Indian village > Rene Dumonf 

T A- u Eu P ean , Vl kges d ° not yet possess all these ameni¬ 
ties. India has tried to become a welfare state before creating the 

basic economy required to sustain it. Comfort has been given 
priority over production.” 1 * But this priority of comfort over pro¬ 
duction becomes operative first in the cities and then radiates out. 
Most experts expect housing conditions to get worse in the urban 

“JwTT 4 C Tu Ur l Cky ( , NeW York: Baker and Taylor, 1898), p. 58. 

(C Z *1 The Stages of Economic Growth: A Non-Communist Manifesto 

if a ldg * Cambnd S e University Press, 1960), p. 144. 

(Decfmbt Ul 19 U , r i959 D h f 87i. in lDdia ’” ^ Statuma ” and Nati ™’ LVIII, No. 1501 
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areas of the underdeveloped areas in the coming decade or two. 18 
This certainly appears to be the prospect in India. 19 As congestion 
and slums grow, the need to spend more on urban areas to provide 
for public health services and social amenities will also increase. 
The amenities are more expensive because of higher standards 
expected by urbanites. And if, in addition, a city has already ex¬ 
ceeded the population mark of 400,000-500,000, which Rosen- 
stein-Rodan considers optimal from the point of view of social 
overhead capital, per unit costs of social services may rise rapidly. 
The number of cities in excess of this size is likely to increase very 
rapidly in the coming decades in India, thus making urbanization 
an increasingly expensive process. 

If many of the economic, social, and political troubles of the 
developed economies flow from the fact that ideology lags behind 
technology, the troubles of the underdeveloped areas become more 
acute because ideology outruns technology. 

Economic Frustrations: Unemployment, 
Underemployment, and Misemployment 

In spite of all the deficiencies in the available employment statis¬ 
tics, 20 it is evident that the trend of growing unemployment in India 
is not likely to reverse itself in the near future. Urban unemploy¬ 
ment accounts for perhaps half of the total. In the larger cities, 
Malenbaum points out, of all the employed 51.8 per cent were 
literate and only 3 per cent had any college education, while of the 
unemployed 78.4 per cent were literate and 5.1 per cent had college 
education. Some 46 per cent of all the educated unemployed are 
concentrated in the four major cities of India. 21 

The interval between completion of education and first employ¬ 
ment is often quite long. “Thus, while some 50 per cent of the 
illiterate unemployed have been out of work for at least a year, 
75 per cent of the matriculates and intermediates are in this 
category.” 22 Majumdar’s study of a large sample of alumni of 
Lucknow University holding Master’s degrees indicates that the 
more highly educated are unemployed longer. Of the unemployed 

“See, for example, Burnham Kelley (ed.), Housing and Economic Development 
(Cambridge, Mass.: Massachusetts Institute of Technology, 1955). 

“Pitambar Pant’s confident optimism about the housing situation is based on 
minimal average-cost estimates for the Third and Fourth Plans, far below those 
actually achieved in the first two Plans. 

20 For a review of these see K. N. Raj, “Employment and Unemployment in the 
Indian Economy: Problems of Classification, Measurement and Policy,” Economic 
Development and Cultural Change , VII, No. 3, Part I (April, 1959), 258-278. 

n Wilfred Malenbaum, “Urban Unemployment in India,” Pacific Affairs, XXX, No. 

2 (June, 1957), 138-150. 

22 Ibid p. 146. 
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m this sample, 44 per cent had been unemployed for over two years, 
18 per cent for a year and a half, and 27 per cent for a year A 
somewhat similar pattern emerges from a sample survey conducted 
by the Delhi Employment Exchange. 23 

Corresponding to underemployment and seasonal or disguised 
unemployment in the villages, there is considerable disguised un¬ 
employment and/or misemployment in the cities, as reflected in the 

skille/ rOW ? ° f lo ^"P roduct ivity service sector in which un¬ 
billed, uneducated workers, and especially the transients, seek 

SUbSISt Am ° n r g , the educated ^ the Majumdar sample, 
about three-quarters of those who sought service in a firm and a 

!ounhf s'"* m ? J ° nty °{ th u ° Se who sou S ht service ^ government or 
sought a profession of their own failed to achieve it.” Economic 

frustration can only be high in such situations. None of the 237 
who answered Majumdar’s question as to the factors responsible 
for difEcu ty in getting a job blamed it on their own shortcomings. 
While only about 12 per cent blamed it on bad luck, the rest 
blamed society in one way or another, to wit: “government” 48 
per cent; “society,” 13 per cent; “lack of propef and ““ematic 

forthese ^ ^ cent- ~ whlch USuall Y meant lack of opportunities 

prOVide leadershi P’ these transients, 
v horn Hosehtz calls the lumpen proletariat, provide the raw ma¬ 
terial for mobs Political parties, trade unions, business and re- 
lgious groups, displaced landlords, and princes willing to provide 
ideological, financial, and organizational resources for making effec- 
tive use of these two groups are not scarce in the cities 

Kapidly increasing enrollments in colleges and schools, and demo¬ 
graphic and economic trends, are likely to swell the ranks of both 
of these groups in the coming decade. This lumpen intelligentsia 
as Lewis Feuer calls it, with little skill, opportunity, or capital for 
entrepreneurship in economic activity, turns to political entrepre¬ 
neurship where, with less capital, training, and skills, a man can 
manage to exist, if not get ahead. Moreover, opportunity costs in 
economic enterprise are higher than in political enterprise. Social 
values, historical associations, and ideological fashions make eco¬ 
nomic enterprise a less and political a more desired activity as a 
means to status and power. y 

Physical densities, communication, and other facilities make 
political o rganization relatively easier in cities. Groups with re- 

veJitv pvT 1 / S6 . e D .' N / Maj ’ umdar > Unemployment Among the Uni- 

t , InqUlry tn India (Cambridge, Mass.: Center for Interna- 

MotiLl Gupta ^ProbSms ett f ° f Tec . hnol °^ 19S7 >- For ‘he Delhi survey see 

‘ °“P ta ’ _ ProbIems °i Unemployment in India” (Doctoral dissertation, Nether¬ 
lands School of Economics, Rotterdam, privately published, 195S), p. 43 . 
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sources and tightly knit organizations, like* the Communists or the 
Rashtriya Swayam-Sewak Sangh ( R.S.S. ) are at a relative ad* 
vantage in such situations. Part of the success of Communists in 
Kerala and Bengal, two of the most densely populated areas in 
India, may be due to this reason. 51 * The R.S.S. similarly is, hv and 
large, an urban lower-middle*class movement. Psychological densi¬ 
ties—intense interchange of ideas, rumors, and stimulations in 
crowded situations—are conducive to demagoguery .md crowd 
formations. Speakers and audiences tend to stimulate each other 
into states of irresponsibility and fmt/y in situation* of crowding 
and anonymity which are more easily obtained in cities than in 
villages. Extremist groups with less scruples and more resources 
stand to gain from situations in which crowds can hr turned into 
mobs. 

Noneconomic Er user Anns*: Si \, Srutus, 
Recreation, and tju Aims 

Education, urban environment, increasing infenrgtmiaS and inter* 
national contacts, and foreign and native motion pntutrs are cither 
widening the gap between the old and new gemmation*., nr promot¬ 
ing a double standard of morality among mam. Students and some 
illiterates watch Hollywood movies the fanner partly and the 
latter mainly—for their sex appeal. And these mv people often 
turn around to criticize American society, as deputed in these 
movies, as lewd, materialistic, and corrupt, while dr*.. ribing their 
frustrating cultural framework as spiritualism and purr. There is 
less segregation of the sexes in big titles, p.*rti»nitric among 
students. But economic insecurity and mteUe,foal fashion, by pre¬ 
venting early marriages, are choking off the traditionally anrptrd 
avenues for sex gratification, while extramarital v% gratifh ation is 
severely limited because of strong social more*, joint family living, 
overcrowded housing ami the eonsn]urnt Ink of pm,u v, and rrfa* 
tive immobility of most people ( due to the t.nk of money, motor* 
cars, “metros,” and motels). Strong cultural ‘umTson-. ,U,,» uprrate 
against prostitution among the educated middle »d.mr*., Sexual 
frustration in this group is, thus, .piite high. In 1 1 bmm, there are 
neither sufficient opportunities to p.utkipatr in -ipocr-t mm to 
attend sports spectacles where, on weekends, hk«* their American 
counterparts,^ they may work off their steam In ceding some tram 
to victory. There are few opportunities for v»t-;dj to develop and 
display its talents in the theater, htet .mire, or other forms of 
creative life—the market for art being limited Rowdy pobh.s be* 

“Benjamin explain* Btr »inir« ni ihr i mm »s m > *. »o: n; sV t 4'4 

section* of Indonesia paoty «» Utr *ame numvU 















391 


URBANIZATION, STABILITY, AND GROWTH 

comes a channel for youth’s repressed exuberance. For many it is an 
inexpensive substitute activity, and for some an attractive avenue 
to social climbing and psychic satisfaction. The dictatorships of 
Russia, Nazi Germany and Latin America have well demonstrated 
their understanding of the role of sports and stadia in politics. 
Lven in an affluent democracy like America, one wonders to what 
extent the political apathy of college students may be attributable 
to the existence of vast opportunities for economic, artistic, roman¬ 
tic, and extracurricular satisfactions. In the contemporary Indian 
urban context, political apathy is conducive and activism is detri¬ 
mental to political stability. Unless there is a change in the nature 
of this activism, or in economic trends, the politics of irresponsi¬ 
bility are likely to increase in the cities. 


Sources and Patterns of Extremism 

Cities either give birth to political and other leaders or draw them 
there A major consequence of Western education has been the 
growth of nationalist and culturally revivalist, as well as socialist 
and Communist, ideologies. 25 A conservative-liberal coalition is in 
power in India, but liberalism has as yet not taken deep roots 
there. It is from the villages that the ruling Congress party de¬ 
rives its support. In the cities it has been losing steadily. Calcutta 
though not quite typical of other cities, may yet turn out to be the 
model of political sickness likely to spread in other cities. 

Revolutions, Brinton has remarked, leave behind both a uniting 
tradition and a memory of successful revolt. 26 The process of 
winning independence developed self-confidence in the common man 
and it trained cadres of politically active workers. Students par¬ 
ticipated more heavily than perhaps any other group in the revolu- 
tionary struggles. Theirs were the highest aspirations—theirs also 
the deepest disappointments—and theirs the strongest and most 
emotive reactions. Education, youth, and unemployment produce 
explosive mixtures. 

A political party in India, Weiner has pointed out, is often an 
alternative social structure vis-a-vis the traditional family. 27 Some 
bolt from the discipline, frustration, and pettiness of the joint 
family wedded to the past to take sanctuary in the discipline, dedi- 
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cation, and intrigues of the political party devoted to the future. 
Purposelessness of life is transformed into a cause and an over¬ 
riding loyalty that makes many young persons sacrifice health, 
money, and other careers. The more demanding the discipline of 
a party, the greater the dedication of its members. Again, in India, 
dedication and self-sacrifice, per se, as Singer has noted, are time- 
honored traditions. 28 Thus, the same person will often respect and 
admire a liberal humanist like Nehru, a conservative reformer like 
Gandhi, a fascist like Subhash Bose, and a rightist revolutionist 
like Savarkar. This ethos of dedication, though quite useful for 
maintaining political unity around charismatic symbols like Nehru 
and Gandhi, is dangerous for democracy. Fanaticism can grow more 
easily and nondemocratic charismatic symbols can replace the 
present ones, in this psychological climate. The tradition has not 
lost ground in the cities. If anything, it has been intensified by two 
puritanic movements—Gandhism and Marxism. The saving grace 
of the villager is his belief in many gods—often warring gods. 
Through the centuries he has learned to pray to them and yet live 
without them. Divergences of professed and practiced faith do not 
generate serious anxieties. But the urbanite is a monotheist, and a 
true believer. His rationalism leads him to a passion for con¬ 
sistency, and in the context of limited knowledge, poor education, 
poverty and insecurity, and an atmosphere of superstition, this 
often leads to intolerance. Educated, urban middle classes provide 
most of the political leadership, including that of the Communist 
party. 29 The strongholds of Muslim fanaticism before the creation 
of Pakistan were in educational centers like Aligarh, Dacca, 
Lahore, Calcutta, Karachi, Peshawar, and Rawalpindi. Hindu con¬ 
servatives and reactionaries have derived large numbers of their 
leaders and workers from Delhi, Nagpur, Poona, Lahore, and 
Benares. The chances are that in India, if dictatorship comes, it 
will be of the Left. Left radicalism appeals more to the science- 
worshiping mind of youth. It also offers a more complete and in¬ 
tellectually satisfying credo. It has international support as well as 
internationalist ideology. The first yields tremendous organizational 
advantages, while the second appeals to urban cosmopolitanism. 

The ruling party has a reservoir of material resources in its 
business supporters, but it lacks youthful manpower. The socialists 
have manpower, but lack material resources. The rightists get their 
financial backing from feudal social classes which are on the way 

28 Milton, Singer, “Cultural Values in India’s Economic Development,” The Annals 
°f Me American Academy of Political and Social Science, CCCV (May, 1956), 81-91. 

Gene D. Overstreet, and Marshall Windmiller, Communism in India (Berkeley 
and Los Angeles: University of California Press, 1959), pp. 357-364. 
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out. Only the Communists have access to both youthful manpower 
nd finances in ample and increasing quantities. The budget of the 

° n r State alone is re P° rted to be larger than 
that of the Praja Socialist party for the entire country. Moreover, 

the Communist credo has worked” elsewhere. Communist coun¬ 
tries are developing rapidly. To the man in a hurry to change the 
world, communism seems the wave to ride S 

in nnw ?? S f k P olitical a <*™ty in the ranks of the party 

in power. To defend the status quo is not heroic, especially when 
there are unemployment, poverty, crime, waste, inequalities, and 
C0 , rI ? 1 P t J i 0n . al ! arou “ d - Besides, the party in power has a fairly well- 
^bLahcd lu^^ with large numbers of older people, wherein 
lal climbing is more difficult, while opposition groups have 
use for any man—trained or untrained. There is more room for 

sT^T ° f the P -\ ny ™ ac hinery—hence more opportunities for 
status or power within the party structure, and, if one has faith 
enough m the. rightness of one’s cause, in society at a later date, 
ommunists, in general, are in a better position to absorb new- 

taikn-ed tn* ’ weI1 finan ced, with a ready-made ideology 

tailored to all levels of comprehension, they have a well-designed 

program for action, so that each new entrant finds plenty to be 

K Sy Wltb - The newcomers work like missionaries for a cause and a 

n a g kv nt d A J ‘ r h - eir internal . and external supporters give finances 
in a big and religious way. Living in a democracy, they are free to 
organize and operate. When their irresponsible actions are re° 
pressed, they acquire a halo of martyrdom. This adds another 
dimension of romance and adventure to oppositional politics, which 
thrives in an atmosphere where jailgoing has acquired social pres- 

Whether urban educated youth goes Right or Left, 30 it is not 
likely to be the standard-bearer of liberal democracy if social and 
economic conditions continue to worsen. It is perhaps the lower 
middle class m the cities, unskilled and semieducated, culturally con¬ 
servative or confused, and politically adrift, whose politics are the 
most volatile. This floating population in the political arena makes 
it easier for opportunistic (as well as idealistic) politicians to resign 
from and reenter political parties, and to reshuffle political alliances 
with a staggering and confusing frequency. A kind of unrestrained 
laissez-faire politics prevails. Individuals as well as parties seek to 
maximize their political gain with little regard to rules and 

of*I°Iivbt-Z leW th ?.* the Coll * pse democracy would lead, initially, to the emergence 
iu*irt, R ght ^ x^ m TTr ta ^ y rather than a Commu nist dictatorship in India see M F 

m pp 4-18-436 Z fr° W ’ “ F ° re - ign Aid: N “ PhaSe ’’ ^ 

1958, pp. 418-436. For the opposite view see Taya Zinkin, “India and Military Dic¬ 
tatorship,” Pacific Affairs, XXX, No. I (March, 1959), 89-91. 
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principles essential for the maintenance and growth of a responsible 
representative political system. 31 

Cities also reveal patterns of mutative extremism. After the 
death of S. P. Mukerji, the leader of the rightist Jana Sangha, his 
parliamentary seat was captured by a Communist. Aligarh Uni¬ 
versity, which was a .hotbed of rightist Muslim politics, became 
a center of Communist activity after the creation of Pakistan. 32 
Egalitarian, populist, and welfare-state ideas are shared by most, 
it not all, political parties. Emotive issues, like language or cor¬ 
ruption, unite radicals of the Right and the Left against all 
moderates. All kinds of opportunistic alliances between all kinds of 
political groups take place all the time, but the spiritual and psycho¬ 
logical affinity of what Hoffer calls the “True Believers” 33 —the 
fanatics of all faiths, political and otherwise—makes the actual or 
potential union of Right and Left radicals more dangerous. As the 
power of the ruling party declines and as youth becomes increas¬ 
ingly disillusioned with the status quo, the liberals and moderates 
are likely to lose. It may be that the old administrative, religious, 
and cultural cities like Delhi, Banaras, and Ajmer will move to the 
Right and industrial-commercial cities like Calcutta, Madras, and 
Bombay to the Left. Where responsible and strong trade-unions 
take root, as in Bombay, socialists rather than Communists may 
gain by this shift. But if unemployment and living conditions con¬ 
tinue to worsen, the greatest gains will ultimately be for the ex¬ 
tremists. 

In such conditions even the villages are likely to go over to 
extremist politics—but perhaps with a time lag. The swastika may 
appeal to the peasant and the hammer and sickle to the intellectual, 

“For a description of such politics see S. L. Polai (ed.), National Politics and 1957 
Elections in India (New Delhi: Metropolitan Book Company, 1957), esp. pp. 12-15- 
also, Margaret W. Fisher and Joan V. Bondurant, The Indian Experience with 
Democratic Elections (Indian Press Digest, No. 3 [Berkeley: University of California, 
December, 1956]), pp. 69 ff. For Pakistan see K. S. Newman, “Pakistan’s Preventive 
Autocracy and Its Causes,” Pacific Affairs, XXXII, No. 1 (March, 1959), 18-33. 

For the Calcutta by-election see Polai (ed.), op. cit., p. 157. The social, historical, 
and political causes for this political mutation of Leftist into Rightist extremism, and 
vice versa, differ from situation to situation. For the Italian case see, for example, 
Party-Ocracy versus Democracy: An Exchange Between Ignazio Silone and J. K. 
Galbraith,” Radical Humanist, XXII, No. 45 (November 9, 1958), 527-528 and 531. 

The psychological factors that make this mutation possible are, however, fairly 
constant. See Eric Hoffer, The True Believer: Thoughts on the Nature of Mass 
Movements (New York: Harper, 1951) and The Passionate State of Mind (New 
York: Harper, 1955), and Brinton, of. cit.; also, T. W. Adorno et al, The Authori¬ 
tarian Personality (New York: Harper, 1950), and A. H. Maslow, “The Authoritarian 
Character Structure,” Journal of Social Psychology, XVIII, 2nd half (November, 
1943), 401-411. 

M In his book of that title, previously cited. 
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but their transmutation or alliance is not inconceivable_and if ,> 

c„m« ,t will, l.k, plague »„d cholera, come fromX dtL. 

INI'KLt.KtT UAI.S AND SLUMS 

Growing sJunis, worsening sanitary conditions, lowering lmmr 
standards, am unemployment concentrate misery visibly 2 not in 

m ar r a8 Wh l Ch are h^Wtat of’writers” 
soual ultumtrs, artists, poets, teachers, religious oreachers bn 

ma,H' d,-camera, city plum,era, sociologists, ioumalis« arid 

economists. I hey arouse the concern and the ire of these and other 

Ep r r^ , ‘™A* v 'Irf , *v ‘““’t* 1 * and * ro "P s - Some of 

, , { [ l .f 1 a l wu *“*> w{u *« d comes from professional grouns_ 

helps rectify some evils, such as graft, inefficiency, and wfste. But 

; ‘ im \\ n > tilings of dissatisfaction with the 

sUUu * <iu "' tl»‘*y are bystanders, not participants in 

processes of senna change, many intellectuals becnm? ang y meni! 
yming mul olcl Iheir anger, in turn, leads only to calbuLSs on 
k pa it of authorities, who dismiss their criticism as “destruc- 

.side, ii tl'u^khiatX ""*•** “• ■«* "itici.™ on both 

A soiirty in a perpetual state of anger is not a stable society. 
Tk.VNsij.vts and ,/«()/«iV 

Because of hommig shortages, !mv incomes, transportation costs, 
a u other factors, immigrants from rural areas are primarily males 

/:r; h {««p* '•**"' f I*'!™ of the population is male as 
compaied to ? 1. f per cent for India as a whole/' 4 

/ \ H <v< 7 J ‘‘Kher among working classes and migrants, 

(o i ihlmg, racing, dope peddling, prostitution, ami cult religiosity 
tend to spread m rapidly growing cities. The result is a demoralized! 
unhealthy, pitiful nuns which, unlike an industrial reserve army, 
Hoseht/ asserts, is not easy to convert into a disciplined factory 
vvorkdoivc, ’ If is true, as Knowles points out, that these people 
!>»* “averted into an effective labor force if fed and trained 
properly; Hut it is easier to turn them into a riotous mob; it needs 
less training , tf „ discipline, and the demand for this alternative is 
fairly high and frequent in the cities. 

' m Jiulia/'Tttr m.mtio ,.f w»mm ,.rr ihm.Mnd 

»t- Ini’t r l', >♦•■ '*<‘4. tl»mt.4y, WI; AttmnfaUiul, 7t,i; Ka«,n,f, m. See 

T* f •' «" m‘ m! 

I Wilt 

!!. Jn'V? a«4 Intftmrlalisalimt ,.f 

t'KSl, Hi llr r ’' ,,M,i< ’ Kmmmk XLV, N.., 2 
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Opportunity costs of political rioting are very low for these 
marginal people. Crowded housing or, more commonly, lack of any 
housing whatsoever (one quarter of Bombay’s population sleeps 
on the streets) makes physical access to them very easy. They are 
eager to talk about their troubles. Political workers find the up¬ 
rooted urban “rice-roots” receptive to their ideas and leadership. 
The Communists often have the most convincing explanations for 
all the troubles of these unfortunates, even though at times, as 
among the refugees from Pakistan, the rightists manage to get a 
foothold. s 6 

. There, are no estimates of the total economic costs of social 
disorganization that arise in such contexts. Juvenile delinquency, 
drunkenness, murder, theft, and robbery involve increased costs, 
including those for police and justice administrations and for institu¬ 
tions for the detention, reform, and rehabilitation of convicts. 
Some sketchy information available for three rural-urban districts 
in Bombay State indicates that over-all crime rates and their eco¬ 
nomic costs are much higher in the cities. 37 

Besides, political demonstrations and rioting dislocate traffic, 
trade, and production and result in loss of property and sometimes 
even of life. No cost estimates for these are available. The greater 
frequency and magnitude of these in the cities suggests that these 
costs are higher there. 


Workers and Entrepreneurs 

Per capita output and income are generally higher in cities than in 
villages. This is, however, largely a result of the higher per capita 
investment and the associated modern technology in cities. Effects 
of urban environment, per se, as distinct from those of more in¬ 
vestment or superior technology, on labor morale, productivity per 
man-hour, hours of work, quality of work, and mobility of the 
labor force need to be ascertained. It is not inconceivable that the 
proportion of time lost due to strikes (many for noneconomic 
reasons) increases while the pace of work slows down—at least 
in the very big cities where relatively more workers are unionized. 
Unions in India, being largely controlled by political workers from 
outside th eir ranks, can and often do use labor for organizing 

JZi Se f-’ f °D e , xarrlp,e ; An , nual Polic£ Administration Report of the State of Bombay, 

Sts G °~ - 

sion^ori^l^T f the d T’ 3S pubHshed ’ do not permit a more definite conclu- 
°°’ , , n exact statement of comparative costs. Available data for 192S indicate 

dries' See^THaV^Tr 8 aDd - sociaI p ma,ad i u stment is more rife in industrial 
Allpn I t t B ’ Eco v nomtc and Soctal Aspects of Crime in India (London: 

reelrdk^thTrel^ ’- P '-a Hai . ke T aI ’ however > is inconsistent about his feelings 
regarding the relative incidence of crime in cities and villages; see, e.g., pp. 12 , 48 
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strikes, protest marches, and demonstrations for furthering their 
political ends. Language riots in Bombay are a case in point. 38 
Husams study of industrial location in East Pakistan indicates 
t h at. social disorganization is minimal and workers’ morale is 
maximal where workers are not torn away from their rural habi¬ 
tat. In this respect trade unions can play an important role in 
reducing rather than aggravating costs of urbanization. By pro¬ 
viding a new sense of community and a web of social relationships 
and activities, they can integrate immigrants into new meaningful 
and satisfying life-patterns and help build their morale. The re¬ 
sponsibility of the unions is high, because in Indian cities there are 
ew secondary social organizations or religious institutions which 
can create a sense of belongingness corresponding to that provided 
by the growth of sects like Methodism and Presbyterianism during 
the Industrial Revolution in England.* 0 There are no such signifi¬ 
cant movements for creating a new social milieu for immigrants in 
place of the one they left behind. The operation of caste panchayats 
in cities to some extent prevents the alienation of the worker from 
his traditional society. In the years to come, however, the strength 
of this institution is likely to diminish.* 1 And to the extent it does 
not dimmish, city society will merely duplicate village society on a 
large scale. Cities then become collections of villages. The argu¬ 
ment for urbanization as a vehicle for value transformations 
conducive to industrialization then disappears. 

Cities, by concentrating the labor force in relatively small areas, 
and by making possible the organization of labor, are creating 
conditions m which the clash of labor and entrepreneurial interests 
becomes more well-defined. Unions are already exercising an in¬ 
fluence on governmental policies much greater than is warranted by 
the size of their membership. 

The con sequent upward pressure on wages and consumption may 

io</° r in P reci P !tati ng such disturbances in the autumn of 

r// se / Maisha “ Windmiller, “The Politics of States Reorganization in India: The 
“/f a f 5 ' 1 Far Eastern Survey XXV, No. 9 (September, 1956), 129-144. 

f nrti j tt™’ Hu ! na ” and Soclal impact of Technological Change in Pakistan 
(Dace?. Oxford University Press, 1956). This study contradicts the contrary view ex- 
pressed by Hoselitz, op. cit., pp. 181-184. view ex 

r °' e -° f r - el!gi ° n - in b0th resisting and aiding social change, and that of 
Protestant sects in reintegrating communities disrupted by rapid industrialization and 

HI I^chard D e r W '- Ar T thUr 1 L o e r’ ^ ^ ° f ^noZcG^Tlnf^i 
ill., Richard D. Irwin, Inc., 1955), pp. 101-107. 

„ T h . e roIeof caste “ economic development is the subject matter of much writing 

the'lndustHTl W 13 lf eVle ^ e t ^ Da ^' S Morris in “ Caste and the Evolution of 

Proceedings of the American Philosophical Society, 

ilh'r V 2 • P T ]’• 96 ) : i 24- . 1 ? 3 '' a,so > see his “The Recruitment of an Industrial 
• b° r . Force * n J? dla > WIth British and American Comparisons,” Comparative Studies 
m Society and History , II, No. 3 (April, 1960), 305-328. 
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not be a bar to increased investment, if such wage increases result 
in equal or larger productivity increases. The relation of wages to 
productivity in India, however, has not been empirically explored. 
Again, if entrepreneurial consumption can be kept in check, it will 
be somewhat easier to restrain workers’ consumption. In practice, 
it has not been easy to restrain the consumption of either group! 

Successful measures to keep both wages and profits—or, strictly, 
the share of wages and profits that goes into consumption—from 
rising would necessitate greater regulation of both groups by 
government, entailing more political, economic, and social controls, 
more administrative personnel, and increased costs. It would also 
necessitate a greater capacity for public agencies to fulfill roles of 
entrepreneurship if private enterprise should become discouraged 
as a result of such measures. How far the new educated groups, 
pouring out of colleges, and universities with largely a nontechnical 
and half-baked education and with a tradition of averseness to 
economic enterprise and initiative, will make better managers, 
directors, and planners of enterprises under public rather than 
private control is yet an open question. 

Exposure Effects: Sociological, 

Economic, and Political 

Cities are being integrated into a growing network in and out¬ 
side the country more rapidly than villages. With rapidly increasing 
contacts between different groups, tensions are mounting. Patterns 
of in-migration tend to heighten the tensions associated with re¬ 
gionalism in India. 

Increased intergroup contacts are raising the levels of aspiration, 
without increasing levels of achievement. Consequently, the sense of 
absolute deprivation is increasing among urbanites. Closer contact 
with upper classes and their modes of living increases the sense of 
relative . deprivation. At the same time, urban political and social 
ideologies are sensitizing the norms whereby people evaluate 
“social injustice,” thus increasing the intensity of resentment and 
hostility. English commoners may derive satisfactions from the 
luxuries that their Queen enjoys—as Samuelson suggests 42 —but 
commoners, in India are becoming averse to such “vicarious con¬ 
sumption. ’ in proportion to the degree of their urbanization. Indian 
motion-pictures and literature, platforms of political parties and 
political speeches, and the sermons of preachers and social reform- 
ers often r eflect as well as stimulate this emergent social ethos. The 

“Paul A. Samuelson, “The Dilemmas of Housing,” in Kelley (ed.), Housing and 
Economic Development , p. 35. 
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darshana-seeking villager loses his sense of awe and respect for 
political and other heroes and elites as he observes them from 
closer quarters and imbibes urban egalitarian ideas. As the erst¬ 
while demigods look more human to him, their actions appear 
more inhuman. Both the numbers of malcontents and the in- 
tensity of discontent increase. 

Patterns and levels of consumption also change as a result of 
exposure or demonstration effects. Lower expenditures on food 
within some income groups, and a substitution of refined-processed 
foods and sugar for more nutritious foods, have implications for 
the health and productivity of urbanites. But the changed pattern, 
particularly among middle- and upper-income groups, also involves 
more use of luxuries and foreign goods. Thus, there is the flow of 
scarce resources away from socially useful expenditure into the 
manufacturing of luxuries, and also a drain on foreign exchange. 
Levels of consumption also tend to rise, affecting the volume of 
internal savings available for capital formation. 

Successful revolts in some countries raise the morale of revolu¬ 
tionists in others. The revolution of communications transmits 
knowledge as well as social unrest across oceans. 

Slowing Down the Dynamo 
W. Arthur Lewis has said, 

Towns tend to be prominent in organizing most political movements, whether 
their aim is greater freedom or less, if only because government is usually done 
from cities to which the politically ambitious are attracted. . . . Town is the 
home of the mob, and mobs are as prone to sweep tyrants into power, who 
reduce^ the opportunities for economic freedom, as they are to take part in 
liberating movements. The town is also the home of monopolists—the traders' 
associations, the guilds, the workers' combinations—whose aim is to restrict 
opportunities and to keep out new men. The town takes the lead in movements 
for reducing the amount of work done, and for working sullenly or resent¬ 
fully. ... If therefore a case can be made for saying that towns lead out of 
stagnation into growth, as good a case can be made for saying they lead out of 
growth into stagnation . 43 

In India, towns are not likely to lead into stagnation, but they 
can lead into slower economic growth and political instability, be¬ 
cause of the diversion of resources from more to less productive 
investments. Urban populations have more access to, and influence 
on, political processes. As conditions worsen, towns are likely to 
demand and get progressively larger proportions of the national 
pie at the cost of the countryside. 


43 Op. cit.j pp. 150-151. 
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As the international economy developed, disparities of income 
grew between the rich and the pom* nations, in the just century or 
so. Now, as the Indian economy develops, di*p unties arc likely to 
grow between the village and the cifv. But what worked politically 
in the 19th-century world of colonial powers h lutdlv likely to 
work in the egalitarian 20th century. This trend v.tn In- reversed 
by appropriate allocations and actions for development „f the cotm- 
tryside. There is little reason to believe that the rural exodus would 
continue if economic and social opportunities for adv aitcrment were 
expanding rapidly enough in the villages. In the Maiunnlar study, 
out of 327 respondents, 35 per cent were rural in origin, < >?' these,' 
35 per cent were willing to return to their villages after the cum! 
pletion of their studies. The other o? per cent, who were unwilling 
to do so, were largely motivated hv economic , .mddrsatium, When 
the entire group of former students from n::a! arras was asked 
whether they were willing to return to villages if gi u -n ,, j u p 
to the one they held, 61 per cent said ve<, < H the rr-,t, h t per rent 
again gave an economic reason for their anon-j !>sc\ exported 
chances for their economic advancement to !>,- better j» the idles,*• 
If a majority of these highly edu ate ! - they ad had Master's dr- 
grees), “westernized," urbanized Indians of rural mi ,p» will, 

ing to return to the villages, given pnojvr oppo; •■.n-ifiri fhm*. it is 
not unreasonahle to assume that unskilled and fr adlfion-oumtrd 
migrants can he persuaded to return with as mm h, if mo greater, 
ease under similar conditions, And it should o-iuitdv be rader fur 
those who are still in the villages keep oh hung thrrr. 

Economic measures tor curve, ting the ,ut.{ natnic of ur« 

hani/.ation can he supplemented hv au i !«-uh,gh.t! , atupaign, 
especially, because the village still h.u a tom t«*m. mtu.iimtA, pohti. 
cal, or philosophical attraction lor soon, o-at among flsr intcllt* 
gentsia and other groups of urban odgm., 1 Tnv n m, ,<m„ w to 
believe that many idealistic and rdm at,-4 :m-n wdl n».j .boose to 
work m villages if they are assured that •> is n»t *\.r end of the (uad 
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nificant increases in agricultural and rural industrial output. There 
are greater opportunities for capital formation with the use of 
idle labor and other resources in villages. The levels and patterns 
of consumption unfavorable 'to economic growth can be prevented 
from emerging with less difficulty in rural than in urban areas. 

Higher direct and indirect costs of social disorganization, wel¬ 
fare ideologies, and overhead capital in cities are reducing the flow 
of output obtainable from investment of available resources—some 
of which, like labor, are going to waste partly because of a pattern 
of development which is urban-oriented. If these trends continue, 
political discontent will grow in the cities, and if public discontent 
fails to change governmental policies peacefully, streets may be¬ 
come the arbiters of political destiny. But the problem cannot be 
solved by expanding employment only or largely in urban areas. 
The employment elasticity of urbanization may be greater than 
one—every new job in the city is likely to attract more than one 
person from the country, thus worsening the problems and ten¬ 
sions in cities. 

Increased sports, circuses, sex, spectacles, festivals, cultural 
shows, and demonstrations of military prowess can provide some 
substitute satisfactions and distractions to discontented youth. But 
the real effective solvent of tensions is rapidly expanding social and 
economic opportunity for advancement through orderly processes, 
in rural as well as in urban areas. The former have progressively 
lost their human and material capital to the latter. This flow can 
and needs to be reversed for the benefit of both. Communist China 
is doing it by coercive measures. 45 India has to do it by economic 
inducement and persuasion. 

Meanwhile the great march of men from the backwoods to the 
metropolises continues at an ever accelerating pace. The new 
frontier—albeit a dangerous one—is not the wilderness with its 
promise of freedom, gold, or virgin lands, but the skyscraper with 
its promise of food and shelter. 

Unlike the promise of the wilderness, the promise of this frontier 
may turn out to be an illusion. Like the countless who fell by the 
wayside or collapsed after reaching the streets of Calcutta in the 
Bengal famine of 1942, many more are likely to discover that 
escaping from the stagnation of the village does not necessarily 
mean salvation in the city slum. 

Development patterns which cannot slow down this explosive 
and skewed growth of cities (big ones growing faster than the 

45 Gordon Walker, “Old Chinese Socialism Tested,” Christian Science Monitor , 
February 8, 1958. 
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others) will involve a great wastage of human resources. “A social 
order is stable,” Hoffer has said, “so long as it can give scope to 
talent and youth. Youth itself is a talent—a perishable talent.” 46 
This is one resource which if not utilized for development is likely 
to become political lava in a country where the social fabric of 
democracy is still very inflammable. 

40 The Passionate State of Mind, p. 20. 



































2i. Problems of Regional 
Development and Industrial 
Location in Europe* 

United Nations, Department of Economic and Social Affairs 

The growing interest in the problems of economic development which 
is an outstanding feature of post-war economic thinking has, quite 
naturally, been focussed mainly on the wide differences existing be¬ 
tween countries and on the problem of stimulating economic progress 
in those which have been left behind. Both in public debate and in 
government policy increasing attention has, however, been paid in recent 
years to the related problems of regional disparities in levels of economic 
development within one and the same country. In the United Kingdom 
overall policies to reduce regional disparities in economic activity and 
standards of living were initiated already in the thirties. In the Soviet 
Union considerable resources were devoted to the industrial opening-up 
of the vast eastern parts of its territory . 1 In Germany a conscious policy 
of industrial decentralization was carried out, but this was motivated 
mainly by strategic considerations and the effects it may have had in 
reducing regional disparities in income and economic activity were 
incidental. In the post-war period regional policies have become still 
more important in the United Kingdom and in the Soviet Union, and 
a number of other European countries both in the west and in the east 
have embarked upon regional development plans and other schemes 
of regional economic policy . 2 

The purpose of this chapter is to describe the nature and importance 
of regional economic problems within European countries and to discuss 
different methods of regional economic policy on the basis of the 
experiences of the various parts of Europe. In the first section, an 
attempt is made to identify the problem regions in Europe and to de¬ 
termine whether the gap between poor and rich regions within countries 

* Reprinted from United Nations, Department of Economic and Social Affairs, 
Economic Survey of Europe, 1954. Tables 70-76 have been eliminated from this 
edition. 
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has, on the whole, been widening. In the second section, the common 
features of the structural weakness of under-developed regions and the 
existing location of manufacturing activity are examined, with the pur¬ 
pose of ascertaining whether the present pattern is due to actual differ¬ 
ences in factor endowment between regions or to legacies of the past, 
reinforced by certain institutional factors, which might tend to per¬ 
petuate the existing concentration of industry. In the third section, 
certain conclusions are drawn as to the type of industry best suited 
for establishment in poor regions both from the point of view of check¬ 
ing the cumulative process of concentration in the highly developed 
areas and from that of promoting the balanced growth of the under¬ 
developed regions. Sections 4 and 5, after describing the various 
methods applied in regional policies in western and eastern European 
countries respectively, deal with the most effective way of using the 
various policy instruments at the disposal of Governments. The chapter 
ends by referring briefly to the possibilities for cooperation between 
countries in regional policy and to the implication of international 
integration policies for regional differences within countries. 

1. DISPARITIES IN REGIONAL DEVELOPMENT 
IN EUROPEAN COUNTRIES 

The Broad Geographic Pattern 

Figure 1 is intended to give a first impression of the variations 
in the degree of economic development between different regions 
within each individual country. The degree of shading of each 
region is determined by the relationship between incomes in that region 
and the average for the country of which the region forms part. No 
comparisons can therefore be made directly across political boundaries. 
The criterion by which the regional differences are measured is relative 
levels of per capita income and it is subject to certain limitations which 
are discussed below. It may perhaps be accepted as adequate for a 
first broad identification of the location and size of the problems. A 
glance at the map shows that the poor regions in individual countries 
are generally those situated at the periphery of Europe: the western and 
northern regions of the British Isles and the Scandinavian countries, 
the western regions of France and the southern parts of nearly all 
southern European countries. A similar pattern is found in virtually all 
central and eastern* European countries up to the borders of the Soviet 

* Sufficient information is not available to permit the inclusion of eastern 
European countries in the map. 
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Fig. 1 . Regional income disparities within Western European countries. Esti¬ 
mated per capita income in each region expressed as percentage of income in 
each country. 

Union. Thus, in all countries of Europe the levels of economic develop¬ 
ment tend to be lowest in the regions furthest removed from the rela¬ 
tively small area which developed as the main European center of 
industrial activity, embracing England and the valley and outlet of 
the Rhine. 
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The lower level of activity and income at the periphery of Europe 
can, to a certain extent, be accounted for by natural factors. The climate 
is more unfavourable in most regions of the European periphery than 
nearer the center, and some of the outlying regions, for instance north¬ 
ern Scandinavia and eastern Turkey, are handicapped by the mere 
fact of geographic distance from their own national centers of popula¬ 
tion and production. However, the smaller or larger distance from the 
industrial center of Europe has no doubt been in itself a powerful 
location factor which has contributed to mould the pattern of settlement 
inside most European countries, making the regions nearer the center 
more, and those furthest away from it less, attractive from the point of 
view of industrial location. Location of economic activity in Europe is 
still predominantly determined by historical patterns which emerged in 

times of economic liberalism, and—what is still more important_in 

times when proximity to coalfields and navigable rivers was virtually 
indispensable to a more developed pattern of activity. Although de¬ 
velopment of other sources of power and transport have brought decisive 
changes in relative location advantages of various regions, the existing 
concentrations of population and the distribution of capital stock, par¬ 
ticularly that invested in transport facilities, have so far prevented any 
major shifts away from the old centers of activity. 

It is a well-known fact that the countries situated near the economic 
center of Europe are, in general, richer and more developed than those 
at the periphery. This, combined with the geographical pattern of reg¬ 
ional disparities within countries described above, the most prosperous 
and developed regions of each country tending to be those closest to the 
economic center, produces the result that, as a general rule, national 
frontiers separate the relatively poorer regions of the richer of two 
neighbouring countries from the relatively richer regions in the poorer 
country.* The opposite constellation—rich regions of rich countries 
neighbouring on poor regions of poor countries—does not exist, and 
examples of two underdeveloped regions of different countries con- 

* Examples of this abound: the relatively poor southwestern regions of France 
are neighbours to the richest regions of Spain, some very poor regions of 
Spain to the northern richer part of Portugal. The depressed Belgian regions of 
northwest Flanders are neighbours to the rich northeastern France and some very 
poor districts of France and Switzerland to the richest regions in Italy. Other 
examples can be found on the German frontiers with Poland, Czechoslovakia 
and Austria, on the Austrian frontiers with Yugoslavia and Hungary, on the 
Czechoslovak frontiers with Hungary, and on the British “frontiers” with Scot- 
land and Ireland. 
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tiguous to each other are very rare, the northern regions of Norway, 
Sweden and Hnland being the most notable examples. Rich regions on 
each side of a common frontier are, of course, found in the valley of 
the Rhine at the frontiers between France and Germany, and on the 
two shores of the eastern part of the Channel. The implications of this 
international pattern ol developed and underdeveloped national regions 
will lx* dealt with later in this chapter after the regional problems of 
individual countries have been discussed. 

While the map gives a reasonably correct picture of where the low- 
income legions are to be found in each country, the impression it 
conveys of the amplitudes ol the regional deviations from the average 
income of the country is very imperfect. This is partly because the 
underlying figures are based on taxable income-—without adjustment 
for differences in the cost of living —or on even less reliable indicators 
oi real income. It is also because the delimitation of regions is to some 
extent arbitrary since the available statistics refer to administrative 
units of very different sizes, sometimes cutting across what would ap¬ 
propriately fx“ defined as regions in the economic sense. Nevertheless, it 
can safely be inferred from the map that regional income disparities are 
much wider in the poor countries of Furope than in the richer ones. 
Large regions in southern Luropean countries show per capita incomes 
less than two thirds of their respective national average levels, while no 
such wide regional disparities are found in western Germany, Sweden, 
or the Benelux countries, The differences in this respect between rich 
and poor countries are even more pronounced than would appear from 
the map, iweuusc most of the poorest regions in the rich countries arc 
very sparsely populated, while large parts of the poor regions In south¬ 
ern and eastern Lurope are, on the contrary, very densely populated. 
While tlx* population in regions with average inejomes Ixdow two thirds 
td the national average account for only a few per eent in the United 
Kingdom, Switzerland, and Austr ia and for some 10 per cent in Norway 
and France, it accounts for about one third of the population in Italy, 
Turkey, and Spain.' 

Diffeiences in regional incomes as shown by the map may, of 
course, arise in some cases simply from the inability of an already 
developed legion to use its resources fully, thus, areas which suffer 
from the loss of mat kefs may more accurately lx* described as depressed 
rather than underdeveloped, but they remain a problem nevertheless. 
Otherwise, however, low incomes in particular regions of a country may 
be taken as indicative of underdevelopment in the sense that prodtic- 
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tivity per head in these regions is low in comparison with the country 
as a whole. 

In principle, low productivity in a particular region can be explained 
in two different ways. It may either be the case that all, or nearly all, 
the industries in the region have a lower productivity per head than in 
other parts of the country, or it may be that the region contains a dis¬ 
proportionate share of activities which are generally of low productivity 
throughout the country. The first case is clearly one of regional under¬ 
development. The second case may be typified by agriculture or fishing, 
which in most European countries yield a lower output per head than 
other industries, and here it may well be argued that the problem is 
really one of improving productivity in these particular branches of 
activity throughout the country as a whole rather than one of increasing 
productivity in general within a particular region. 

In practice, however, neither the first nor the second situation exists 
in isolation. In nearly all low-income regions in Europe a particularly 
large share of the population is engaged in agriculture, while at the 
same time the level of productivity within these regions, both in agri¬ 
culture and in industry, is lower than in the same branches of activity 
elsewhere. It may be in some cases that poor natural conditions for 
agriculture, uncompensated by any other location advantages, are the 
main reason for under-development of a region, but much more often 
it is the general backwardness of the region which perpetuates low 
productivity per capita in agriculture along with that in other branches. 

The tendency for low income to be associated with a high degree of 
dependence on agriculture can be observed in Table 70, which in¬ 
cludes information for selected low and high income regions inside a 
number of European countries.* In virtually all cases the share of 
population in agriculture is considerably higher in the poor than in the 
rich regions. Moreover, yields or other indicators of agricultural pro¬ 
ductivity are lower in the poor than in the rich regions. 4 Unfortunately, 
hardly any information is available on agricultural output per man in 
particular regions. 

There is little statistical evidence of regional differences in produc¬ 
tivity in non-agricultural occupations, 5 but there is no doubt that they 
are much smaller inside developed countries than inside the relatively 
under-developed countries of southern and eastern Europe, where 

* Table 70 of the original text details the economic and population charac¬ 
teristics of rich and poor regions in Turkey, Yugoslavia, Spain, Portugal, Italy, 
France, Switzerland, Austria, Western Germany, Norway, Sweden, Finland, 
Ireland, and United Kingdom. 
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capitalist methods of production have pervaded some regions only, 
while others are still dominated by pre-capitalist methods. 

Growing Regional Disparities in the Poorest Countries 
of Huropf 

The regional disparities in the poor countries of Europe are partly 
due to the fact that these countries include islands of progress—usually 
the capital city or other large cities in the midst of a sea of relative 
backwardness, partly to differences of natural resources, climate and 
topography, and partly to systems of land ownership and other institu¬ 
tional factors. In Yugoslavia the wide regional disparities are largely 
legacies of the past, when the present-day regions were either inde¬ 
pendent States or peripheral provinces of the Ottoman Empire and 
Austria. 

Favourable location from the point of view of international trade 
gave the major cities of Greece, Turkey and the Iberian countries the 
first impetus to development. Industry there, as almost everywhere 
else, has drawn its leadership and finance from the commercial classes 
whose initiative has traditionally been oriented outwards, and this, as 
well as the heavy demands on imports during the initial stages of in¬ 
dustrialization, meant that either the ports or their immediate vicinity 
took the lead in development. 'I1 k* attraction of proximity to administra¬ 
tion is also an important factor in the concentration of industry in the 
neighborhood of Lisbon and Athens Piraeus. Istanbul derived part of 
its economic power in the past from its role as the hub of the Ottoman 
Empire, while Ankara, the capital of modern Turkey, is rapidly be¬ 
coming a dynamic centre of industry. 

In the poorest regions of the southern European countries, three- 
quarters of the population thaws its ineome from exceedingly primitive 
agriculture, Farming in these regions is in many eases extensive as in 
the latifundia of Portugal south of the Tejo, the Spanish Meseta and 
eastern Turkey; but in Galicia, southeastern Spain, the Turkish Black 
Sea coast, Thrace, ami the Yugoslav southern provinces, the land is 
divided into very small peasant htridings. In general, the fertile areas 
are most heavily populated, mi that differences of income per head arc 
reduced, In Spain the difference in population density in agriculture 
between the infertile ami fertile regions is nearly suflicicnt to redress the 
balance of agricultural /nr atpitu income, In ‘Thrace and in the Black 
Sea region of Turkey, the pattern of settlement is distinctly perverse; 
population density is greatest on low quality soil and, in spite of special¬ 
ization in such intensive occupations as tobacco cultivation and fruit 
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growing, per capita income is very low even in relation to generally 
prevailing low standards; moreover, the market for the products in 
which these regions specialize is mainly external and subject to wide 
fluctuations. 

In under-developed countries poverty is generally less closely de¬ 
pendent on purely natural conditions than in richer countries. The 
natural resources of the more advanced parts of poor countries are by 
far the best known, and, except where national needs put a premium 
on particularly favourable features of the backward regions (as is the 
case for the expansion of wheat production in southern Portugal and 
die improvement of livestock breeding in eastern Anatolia) the tendency 
is for these countries to concentrate the bulk of their limited invest¬ 
ments on those areas which are most favoured in terms of known re¬ 
sources and social capital, and which are therefore likely to pay quicker 
dividends. It is not surprising therefore that not only has industrial 
development continued to be most rapid in the old centres, but progress 
in agriculture and education (measured by the degree of literacy) has 
also generally been least rapid in the poorest regions. In recent years 
however, comprehensive efforts of regional planning in some of these 
countries are beginning to bear fruit. 

Regional Changes in the More Advanced Countries 

There is a general tendency for economic development to concen¬ 
trate where it has already reached the highest levels. Both in Poland 
and Czechoslovakia most of the development in the inter-war period 6 
took place in the most industrialized regions and eastern Poland and 
Slovakia remained in a state of extreme poverty and backwardness. 

In Italy and France, too, the gap in economic development between 
regions has been steadily growing. In both of these countries, the 
differences in the degree of industrialization as between regions 7 are 
considerably larger than in the other industrialized countries, and em¬ 
ployment in industry is expanding fastest in the most industrialized 
regions. Moreover, in both Italy and France, agricultural productivity 
is very low in the poor regions and is also making less progress there 
than in the rich regions. The population factor, however, acts differ¬ 
ently in the two countries. In Italy the situation of the poor southern 
regions is made still more difficult because natural population increase 
has been faster there than in the rich, and internal migration is kept 
at low levels because of unemployment in the rich districts. In France, 
on the contrary, the much more favourable employment situation in the 
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rich regions has resulted in migration on such a scale that some of the 
poor regions have become depopulated to a considerable extent. This 
is true of the mountain districts in the centre and south-east of France 
and of many parts of the west and south-west, but not of Brittany, 
which has a considerable agricultural surplus population even at the 
existing low standards of mechanization in agriculture. 

Depopulation of the countryside in France has been of far greater 
dimensions than in other European countries. In other countries too, 
for instance in Sweden and Norway, unfavourably situated valleys and 
many villages have lost a large share of their population during the 
process of industrialization and urbanization; but in those countries 
many of the migrants have moved only to the regional centres and 
the population of the region as a whole has, in most cases, con¬ 
tinued to grow, although much more slowly than in the richer regions 
of the country. In France, on the contrary, stagnation in total population 
and strong centralization, both administratively and economically, have 
combined to make population decline a normal phenomenon through¬ 
out the country, while only the richest regions and a few large towns 
continued to expand. Of the 90' departments of France, two-thirds 
reached their maximum population in the nineteenth century and no 
more than 20 continue to grow. While population in all the poor 
regions listed in Table 71* is no higher, or even lower, than a hundred 
years ago, it has increased by some 75 per cent in the rich north¬ 
eastern region. 

Although natural conditions for agriculture are poor in some of the 
under-developed provinces of France and Italy, as well as in Poland and 
Czechoslovakia, these facts of geography are only a minor element in 
explaining the wide regional gaps in economic levels which have de¬ 
veloped in these countries. The unification of Italy, under the political 
hegemony of the northern part of the country, was followed by a long 
period of decay in the south and expansion in the north. 8 Political 
factors were of major importance also in shaping the industrial pattern 
of Poland and Czechoslovakia. Before the creation of the national 
States at the end of the first World War the ruling classes in those 
territories were often more influenced in their investment decisions by 
political considerations and national group interest than by purely eco- 

Table 71 (not shown) lists long-term trends in population in the regions 
of Spain, Italy, France, Germany, Norway, Sweden, and United Kingdom. The 
poorer regions of France referred to here are Corse, Massif Central, Bretagne, 
and South West. 
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The Impact of Refugees on the Regional Problems of 
Western Germany 

In western Germany, the pressing need of finding immediate shelter 
and food for over 8 million refugees who suddenly poured into the 
Western Zones at the end of the war—and later for the 2 million fur¬ 
ther refugees from the Eastern Zone—swept aside all consideration of 
the development of problem regions of old standing. The emergency 
situation required hurried day-to-day decisions, since the concentration 
of a vast number of people devoid of any occupation and means of 
livelihood produced great hardship and constituted a grave political 
problem. Refugees were therefore directed to those regions which, owing 
to their predominantly agricultural structure, had suffered least war 
damage and where emergency accommodation, as well as food, could 
most readily be found. 

There were two possible lines of approach for remedying the over¬ 
population and the extremely high unemployment ratio in the main 
refugee regions. One was resettlement in other parts of western Ger- 
many, and the other the creation of employment opportunities on the 
spot. Since the size of the problem was overwhelming and time was 
pressing, resettlement was the first solution to be tackled. The Govern¬ 
ment worked out three consecutive resettlement programmes whereby 
some 600,000 refugees were to be moved from the most burdened 
provinces—Schleswig-Holstein, Lower Saxony and Bavaria. The re¬ 
settlement was carried out according to quotas established for each pro¬ 
gramme. After some experimentation with the distribution of quotas 
among the receiving provinces on the basis of what turned out to be 
inadequate criteria, government-directed migration was adapted to the 
main flow of free migration which had moved to the old concentration 
regions of Nordrhein-Westfalen, the Rhein-Main and Rhein-Neckar 
regions and industrial parts of Baden-Wurttemberg. Thus, both govern¬ 
ment-sponsored and free migration followed the pull of the great in¬ 
dustrial centres. 

Although, as will be shown in a subsequent section, some measures 
were taken to assist the development of the new problem regions, these 
remained on a relatively modest scale. Thus, under the pressure of cir¬ 
cumstances, an opportunity of decentralization through the employment 
of the refugees on the spot was lost and the task of developing the 
problem regions was rendered more difficult in the long run by the 
exodus of skilled workers to the highly developed regions, whereas 
those who remained were often of a type difficult to integrate. The 
situation is most problematic in the poorest region, Schleswig-Holstein, 
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which has had the largest increase in population and the lowest increase 
in industrial production. In that region, in contrast to other regions of 
western Germany, industrial production has increased less than popula¬ 
tion, and unemployment in June 1954 was 12 per cent against 3 per 
cent in the Ruhr. 

Austria and Finland also had to face a serious problem of integrating 
refugees into their economies; but, unlike western Germany, the influx 
was not concentrated on the poor regions and the refugees could be 
absorbed without increasing the regional disparities in those countries. 


THE JirrlsCTS OF MIGRATION 

The short review of regional differences in European countries given 
above can be summarized as follows: the gravest problems of regional 
under-development are found in countries where the rate of growth of 
industry has been insufficient to absorb the population surplus even in 
the most industrialized regions, so that the way to emigration from the 
poor regions has been barred (except for possibilities of emigration to 
other countries). Where industrial expansion in the rich regions has 
been more rapid, the difficulties of the poor regions have been alleviated 
by migration of part or most of the population surplus. However, in 
some poor regions, in particular in France and Ireland, either ’the 
natural increase has been negligible or much smaller than net migration 
from the region, so that total population has declined. 

While emigration of part of the population surplus is often desirable 
from the point of view of the poor area, the effect has been quite dif¬ 
ferent where migration has caused a decline in total population in whole 
regions. The exodus of a large share of the younger generation, the 
decline in investment needs following from depopulation, the increased 
burden when there are fewer to pay for the upkeep of public and 
private services all combine to produce an atmosphere which paralyses 
technical and economic progress. In such circumstances the ensuing 
shortage of agricultural manpower is likely to result in part of the land 
eing ta en out of cultivation rather than in mechanization and other 
labour-saving improvements. Thus, in a region whose population is 
declining the labour shortage, instead of being the highroad to a ra¬ 
tional and modern agriculture, leads only to a decline in total agricul- 
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pansion of industry in the old centres has only rarely led to an absolute 
dechne of population in the less industrialized regions. The migration 
towards the traditional centres of industry has caused much concern in 
some countries because it added to the congestion in the receiving re¬ 
gions, but at least when the absolute numbers engaged in agriculture 
did not decline, it was considered an advantage from the point of view 
of the region of departure. With the modest increase in population 
which can be expected in the next decade, this situation is bound to 
change. If industrial expansion continues to be more rapid in the old 
centres of industry than in the less industrialized regions, the resulting 
migration will cause an absolute population decline and changes in the 
age structure which, in turn, will lead to stagnation and decay in many 
regions. 

In these countries demographic developments increasingly give rise 
to a serious dilemma: on the one hand, it is essential that agriculture 
should be modernized in the backward regions, and this normally in¬ 
volves a decline in the agricultural population. On the other hand, it is 
desirable, for the reasons just mentioned, to avoid a decline of total 
population in those regions. The only escape from this dile mma is in a 
policy of industrial decentralization, the conditions and methods of 
which will be discussed below. 

Short of policies aiming at a genuine equalization of levels of produc¬ 
tivity, there remains the possibility, at least for the richer countries, of 
alleviating the social effects of regional discrepancies through income 
transfers from the rich to the poor areas. In fact many countries pursue 
such policies, partly in the form of financial transfers, and partly in the 
form of tariff protection or price support to products which are of basic 
importance to the economy of poor regions. But for the consideration 
given to the interests of poor regions, prices for certain agricultural 
products would probably be lower than they are in many countries. 
This form of regional policy has, however, certain inconveniences: first, 
it gives help to producers other than those it was intended to help, and 
therefore lays more burdens than necessary on consumers or on the 
public budget; secondly, it does not provide a true solution because it 
raises income instead of productivity, and may thereby even reduce the 
incentive to improve productivity, for instance by migration to other 
regions or to other occupations within the same region. 10 When the 
increasing social cost of incorporating new inhabitants and new indus¬ 
tries in the already congested areas is added to the cost of supporting 
poor and perhaps depopulated regions, the total sum may well become 
very much larger than the costs of industrial decentralization. 
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2. THE ECONOMIC STRUCTURE OF 
UNDER-DEVELOPED 
REGIONS 

The preceding section has shown the great variety of regional prob¬ 
lems in Europe. Nevertheless, it was found that certain characteristics 
are common to nearly all the poor regions. Thus, the share of popula¬ 
tion occupied m agriculture is higher and the share in industry lower in 
poor than in rich regions inside the same country, the main exceptions 
being certain areas in the United Kingdom and Belgium, where a very 
large proportion of the population is engaged in industries which have 
been or are still depressed, such as coal and shipbuilding in the case of 
the United Kingdom and textiles in both countries. There is a less clear 
rule as to the variations in employment in services between rich and 
poor districts (as can be seen from Table 70). A large share of the 
population engaged in services may be a genuine sign of high living 
stan ar s, but it may also be an indication that the region is congested 
and many people have to be employed in local transport; for both 
reasons, there tend to be more people employed in services in rich dis¬ 
tricts. In regions with too scattered a population, however, a large share 
of the population may likewise be absorbed in services such as distribu- 
tion, administration and transport, and lack of other employment possi¬ 
bilities may swell the numbers in services although the amount of serv¬ 
ices provided is small. The last two cases explain why some poor 
regions have a very great number of people employed in services. 

ince differences in the degree of dependence upon agriculture are the 
mam structural differences between poorer and richer regions inside the 
same county as well as between poorer and richer countries, it is not 
surprising that the pattern of commodity trade as between regions like¬ 
wise corresponds to that between countries: the poorer regions do as-a 
rule export food, forest products and raw materials derived from agri¬ 
culture to the richer regions and import manufactures and services. 11 

e analogy does not, however, hold for mineral raw materials. These 
are often exported by under-developed countries, but under-developed 
regions export them only rarely to rich regions inside the same country 
because processing of such raw materials, if it takes place at all in the 
country, will normally be carried out near their extraction. 

The Development of Agriculture and of the 
Extractive Industries 

A large part of the discussion about the possibilities of development 
of under-developed countries has centred round the problem of the 
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relative merits of developing either agriculture or industry or both 
at the same time, and the last solution is generally favoured. When 
this problem is posed for under-developed regions inside countries in 
Europe, the choice will never be “either or” since very few regions can 
be developed by means of improvements in agriculture alone, and at 
least some improvements in local agriculture will always be a necessary 
element in any co-ordinated effort to develop a backward region. In 
exceptional cases, extensive schemes for irrigation or other land im¬ 
provement may make it possible to absorb all labour that has hitherto 
been unemployed or employed in occupations of low productivity, but 
such a solution requires not only rather exceptional conditions in the 
region itself, but also that a market for a large share of the increase in 
agricultural production can be found inside or outside the country. It is 
this last condition which does not seem to be fulfilled for some of the 
ambitious proposals for developing large regions of France exclusively 
by means or irrigation and other improvements of agricultural land. 12 
In cases where the demand for food in the richer regions is relatively 
inelastic and the expansion of export markets cannot be counted upon, 
or in cases where the natural conditions for agriculture in the region 
that should be developed are so poor that more intensive production 
could not compete with production in other regions, the means to 
develop the region must consist solely in the implantation of non-agri- 
cultural activities. On the other hand, once such activities are started, 
local demand may increase for certain foodstuffs with particularly high 
transport costs and this may then make it possible to intensify agricul¬ 
ture somewhat. For instance, the measures to increase agricultural pro¬ 
duction contained in the development scheme for northern Norway are 
meant to meet these secondary demands only, while the basic develop¬ 
ment is to be provided by industrialization. 

Even where it is possible, as it may be in limited districts in southern 
Europe, to base development of a poor district mainly on improvements 
in agriculture, this will nearly always necessitate certain investments in 
transport facilities and in manufacturing industry, particularly food 
processing. Where a development programme for a region is based 
mainly on utilization of mineral or forest resources, it will also inevi¬ 
tably involve considerable investments in transport and processing in¬ 
dustries. It has already been noted that in less developed countries some 
poor regions are rich in unexploited mineral resources and this would 
probably prove to be true for many more if geological prospecting were 
made more systematic than at present. 13 Even in much more developed 
countries like France and the Netherlands, modern prospecting has in 
recent years brought evidence of hitherto unknown mineral resources 
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in some of the poorer regions. 14 Utilization of these resources will in 
nearly all cases require assistance from Governments in the form of 
improvements in transport and other social capital, and in some cases 
also in the extraction and processing, because these activities may in¬ 
volve the investment of risk-taking capital in larger amounts than are 
likely to come forth from private sources. The State-financed steel 
industries utilizing local ore in northern Norway and northern Sweden 
and the State-owned copper mines in eastern Finland provide examples 
of this. 

It is well known that lack of public services, in particular power and 
means of transport, is a very important hindrance to the development 
of backward regions in the poor countries of Europe, but even in coun¬ 
tries which have reached a fairly high stage of industrialization, their 
inadequacy may be the decisive bottleneck which prevents profitable 
economic activities in the poor regions. Thus, for instance, although 
the continued shortage of timber in the post-war period has made 
forestry extremely profitable, there still exist enormous forest districts 
in the poor regions in the north and east of Finland where the trees are 
going to waste because of lack of roads or railways to bring them out. 15 
If, on the other hand, means of transport were provided, processing 
industries would have to be built in the region in order to make possible 
the utilization of waste and inferior qualities of timber. Similar cases 
where simultaneous development of social capital and of extractive in¬ 
dustries and the expansion of processing are able to produce substantial 
results exist in parts of eastern Europe. For instance, the development 
plan for Slovakia consists of such co-ordinated measures to promote 
extractive industries (forestry and mining) as well as agriculture and at 
the same time to set up manufacturing industries processing the expand¬ 
ing output of raw materials. By such consolidated schemes a region 
avoids too narrow specialization and a varied range of employment 
possibilities is opened up to local labour. Moreover, the region is pro¬ 
tected against the risk of becoming a depressed area at a later stage 
owing to excessive specialization in one or a few products, a risk which 
is all the greater when the products are raw materials. 

In southern Europe the forestry problem is of a quite different nature. 
In these countries, as well as in southern France, deforestation, often 
continuing up to recent times, has transformed large areas into barren 
mountain pastures, which have been further deteriorated by over- 
grazing, while hillsides and adjacent lowlands suffer from erosion and a 
disturbed water economy. This destruction of natural wealth has been 
an important cause of the impoverishment of some of the most destitute 
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regions in southern Europe. 10 The problem of recovering the lost 
forestry resources is exacerbated by the fact that reafforestation is a 
long-term investment. Hence, this investment, although tremendously 
productive in the longer run, tends to be given a relatively low priority 
in countries which are struggling with short-term problems and where 
the investment decisions are coloured by the shortness of the perspective 
of private investors. 

The Location of Manufacturing Industry 

Among the poor regions of Europe, under-developed as well as de¬ 
pressed, there are many which have very few or no natural resources 
which it would be economically advantageous to develop. In such re¬ 
gions the choice is between depopulation or establishment of such 
manufacturing industries as need not be located near their raw materials. 

A statistical method of determining the extent to which various in¬ 
dustrial branches are concentrated in particular regions or dispersed 
over the country has been devised by Professor Sargant Florence, whose 
coefficients of localization 17 measure the degree of geographical con¬ 
centration of a particular industry. Inter-country comparisons based on 
such coefficients are naturally subject to considerable qualifications, 
mainly due to differences in the size of regions and the density of their 
population, but they can nevertheless be usefully employed as illustra¬ 
tions of the general framework of location. 

It is seen from the comparison of coefficients of localization 
for Sweden, the United Kingdom and the United States* that the 
coefficients show both considerable agreement as to the over¬ 
all localization and divergences where special factors operate in one of 
the countries. The processing industries mentioned above, which tend to 
be located near their raw material sources (that is, food processing 
industries, pulp mills and the first stages of processing of textile fibres 
and ores), show high coefficients, indicating a large degree of concen¬ 
tration in certain regions, except in cases where they are based on raw 
materials produced all over the country or on raw materials which are 
mainly imported from other countries. Apart from these raw-material- 
oriented industries, high coefficients are found in some industries where 
the optimum size of the plant is very large. In these cases, the high 
coefficients are explained by the fact that employment is concentrated 
in a few large plants the number of which is smaller than the number 
of regions chosen. (There are, of course, many more such industries in 
Sweden than in the two other countries in the table, which have a much 

* Coefficients are given in Table 72 of original text. 
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larger population.) The high coefficients for these large-scale industries 
do not necessarily indicate that one particular location is more favour¬ 
able than another. The group of industries with very low coefficients 
includes, apart from some of the raw-material-oriented ones mentioned 
above, some for which the final product is much more expensive to 
transport than the raw material (concrete products, beverages), and 
some which have to be freshly made each day (bread, newspapers'). 

In between these extremes there is the bulk of manufacturing indus¬ 
tries with location coefficients somewhere between 30 and 50. This 
group includes some of the industries with very large numbers of em¬ 
ployed. the metal-using industries, chemicals, more advanced stages of 
textile production, clothing and many other industries manufacturing a 
large variety of goods. These, together with the large-scale industries 
mentioned above, provide the field for policies attempting to influence 
the regional dispersal of manufacturing, and it is therefore of impor¬ 
tance to investigate in which regions they are actually located in Euro¬ 
pean countries. 

There is a very characteristic difference between the industrial 
structure of rich and poor areas, which is accounted for by wide 
divergencies in a few important branches of industry: in under-devel¬ 
oped regions, textile, metal, metal-using, and chemical industries hardly 
exist, while they are the predominant branches in all the rich regions. 
Differences in employment between rich and poor regions are much less 
pronounced in such branches as the clothing, food-processing, wood 
and building-materials industries, as well as in building activity partly 
because in the poor regions larger numbers in handicrafts tend to 
counterbalance the smaller numbers in industry proper. This difference 
in industrial structure between rich and poor regions is much more 
pronounced in Spain, Italy and France than in western Germany and 
the United Kingdom, but it is clearly discernible also in the latter coun¬ 
tries. In Spain, the richest regions employ ten times as many in the first 
group of industries as the poor regions, while in the rich industrialized 
regions of the United Kingdom only 25 per cent more are employed 
in this group than in the poor regions.* 

It is natural to ask the question if it is poverty itself—i.e., the narrow¬ 
ness of the local market—which has kept industries like engineering 
and textiles away from the poor regions, or whether it is the absence of 
these industries which is the main explanation of their poverty. There 
is no simple and uniform answer to this question. First of all, it should 
be noted that none of these industries would seem to be particularly 
* The differences are detailed in Table 73 of the original text. 
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dependent on nearness to their customers, a statement that needs no 
further proof than the fact that they account for a very large share of 
European exports. The pronounced tendency to locate these industries 
in already highly industrialized regions or, in the case of engineering, in 
the biggest towns, is no doubt much more due to the attraction of a big 
labour market than to the advantages of a big market for sales of the 
products. This is in particular the case for large-scale industries which 
will normally have sales agencies in other localities than the place of 
production. 

The attraction of a large market for labour already possessing some 
skill or at least some adaptation to work in factories is no doubt a very 
important location factor for particular industries in the least developed 
countries of Europe, and it was equally so in the early stages of indus¬ 
trialization in the countries that are now highly industrialized. This is 
probably the main explanation why some branches of industry that are 
more scattered over the territory in the United States and Sweden show 
a very high regional concentration in the United Kingdom. Cotton 18 
and wool processing, cutlery and hand tools—some of the oldest British 
industries—started their existence in isolated spots of capitalist develop¬ 
ment, as industries still do today in some southern European countries. 
Once they were started, they were maintained by tradition, including 
the traditional skill of the labour force in the original locations. So the 
original centre continued to grow and prosper until the day came, for 
some of them, when structural decline revealed the dangers of too high 
a degree of regional specialization. Other industrialized countries, too, 
show examples of such early specialization, although to a lesser extent 
than in the United Kingdom. Thus, the French silk industries are cen¬ 
tred in Lyons and production of cutlery in Thiers and Nogent. Another 
example of regional specialization is provided by the watch industries in 
western Switzerland, eastern France and southwestern Germany. Some 
of these industries developed originally in regions which had no partic¬ 
ular location advantage other than that their agriculture was so poor 
that the need for secondary employment made labour extremely cheap. 
It would be interesting to know how far these industries still obtain 
real advantages from their geographical concentration and how far they 
are now kept there by pure tradition. The much lower and, as it seems, 
“normal size” localization coefficients shown for some of these indus¬ 
tries in more newly industrialized countries suggest e that tradition may 
be the main explanation. It could be added that a British Government 
report of 1940 19 analyzed the behaviour of some of the industries tradi¬ 
tionally located in London and found that those plants which had been 
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located outside London had proved just as able to resist the depression 
of the ’thirties as those located in London. 20 

It is commonly assumed that room for manoeuvre in policies of in¬ 
dustrial location is seriously restricted by the fact that skills for a cer¬ 
tain industry or group of industries have accumulated during genera¬ 
tions in traditional centres. It may well be, however, that the importance 
of this is often exaggerated. For a wide range of industries, the skills 
required of the bulk of the labour force can be easily developed once 
training facilities are available. But the present distribution of technical 
schools is very uneven.* The figures suggest that the insufficiency or 
complete lack of facilities for industrial training in the less industrialized 
or under-developed regions is an important factor tending to project the 
existing distribution of industry into the future. 

Institutional Factors which prevent the Decentralization 
of Industry 

A number of institutional factors have the effect of perpetuating and 
even accentuating the existing location pattern of industry. One of 
these factors, the insufficient availability of social capital in the poorer 
regions, has already been mentioned. Another factor has been the 
reduction in regional wage differences brought about by the growing 
strength of trade unions and the introduction of social considerations 
into national wage policies. In some countries in Europe, the range in 
wages still shows considerable differences between regions, but in others 
regional wage differences have almost ceased to exist except for some¬ 
what higher wages in the largest towns as a compensation for the higher 
cost of living. In economic theory, it is normally assumed that there are 
two mechanisms, both related to income differentials, through which 
the population in backward areas within a country should be able to 
overcome their disadvantages, one of these being migration, the other 
the tendency to attract through lower wages those industries for which 
the location disadvantages are smallest. While, as shown above, migra¬ 
tion has actually been very important in relieving population pressure 
in the poor regions in most countries, it is clear that the small regional 
wage differences now prevailing in a number of countries are wholly 
unable to compensate industries for the many other drawbacks con¬ 
fronting them in the under-developed regions. In Sweden and Finland, 
the situation in this respect is rather paradoxical because nominal wages 

* Table 74 of original text gives figures for students in industrial schools by 
regions, in Spain, Portugal, Italy, Austria, Western Germany, Norway, and 
United Kingdom. 
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have been fixed at a level about one-third higher in the poor northern 
regions than in the rest of the country to compensate for the higher 
living costs and other disadvantages there. This has been possible be¬ 
cause export prices for the main products of these regions (iron ore 
and forest products) are very favourable, but it does, of course, act as 
a brake on the expansion of other industrial production in these regions. 

In a number of European countries, such as the United Kingdom, 
Germany and Sweden, differences in local taxation have had perverse 
effects on the location of industry, either because a chronically low level 
of income necessitated higher tax rates to meet local expenses and this 
made the place unattractive as a location for new industries; or because 
depression in one major industrial branch led to higher taxation to meet 
increased expenditure for unemployment relief. Although many coun¬ 
tries operate a system of financial transfers between rich and poor local 
authorities, these do not normally fully compensate for differences in 
taxable incomes and consequently do not offset the adverse effects on 
industrial location of differences in tax rates. 

Imperfections in the credit market are another distorting element in 
regional balance, since centralized banking systems with branch banks 
in the provinces will usually supply credit only to large and well-estab¬ 
lished firms, and small and medium-sized businesses in poor regions 
often find it difficult to secure funds at reasonable terms. Moreover, not 
only are investment funds from the centres prevented from flowing into 
the provinces, but branch banks in the under-developed regions often 
serve as a collecting instrument of local funds for investment in the 
centres, thus depriving the poor regions of the productive use of their 
own savings. This was the case in Germany until the ’thirties 21 and has 
also been one of the difficulties from which southern Italy has been 
suffering. 

In railway freight policy, the traditional and still dominant prin¬ 
ciple is tapering rates for long distances* and lower charges per 
ton/km. for raw materials than for manufactures. Part of the dif¬ 
ference in rates does, of course, correspond to cost differences for the 
railways, but in many countries it goes far beyond this and amounts to 
subsidies for raw materials and for long hauls paid for by charging 
above cost for the transport of manufactures. This freight-rate policy 
tends to free location of manufacturing industry from being tied to raw 
material sources. It may, of course, have decentralizing effects for min¬ 
ing, and manufacturing from imported raw materials or from materials 

* Rates for Italy, France, Western Germany, Netherlands, and Belgium are 
given in Table 75 of original text. 
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produced in concentration areas. More frequently, however, it will work 
as a centralizing factor because it reduces the advantage of processing 
agricultural raw materials or the products of decentralized mines on the 
spot rather than in the industrialized areas. An example of a measure 
deliberately intended to favour decentralized mines, which had a cen¬ 
tralizing effect on manufacturing, was the choice of a fictitious base for 
freight rate calculations adopted by the German steel cartel in the inter¬ 
war period. Oberhausen in the Ruhr was selected as the freight base for 
the transportation of steel within the cartel, whereby favourably situated 
steel plants subsidized those in less favoured locations. This had the 
effect of discriminating against metal-using industries outside the base 
region and of attracting them to Oberhausen. On the side of the steel¬ 
processing industries this system favoured concentration, while on the 
side of steel production it fostered dispersal. But since the number em¬ 
ployed in metal-using industries is much larger than that occupied in the 
steel industry itself, the centralizing effect of these measures was much 
greater than the decentralizing effect. 22 

While the subsidies given by the railways to the transport of raw 
materials tend to encourage location of the raw-material-oriented in¬ 
dustries in the big towns, the high transport charges for manufactures 
provide a protection for decentralized manufacturing industries produc¬ 
ing for local markets. The rising competition of road transport in recent 
years has forced railways to reduce their high rates for finished goods 
and, to compensate for this, to raise their highly degressive rates for 
raw materials. While the second measure may improve the competitive¬ 
ness of some decentralized processing industries, the first reduces the 
competitiveness of industries producing for local markets in the poor 
districts. It would seem, however, that the rapid development of road 
transport has much more dangerous effects for local industries outside 
the congested areas than merely reducing the protective effect of trans¬ 
port costs. In fact, this protection is beginning to disappear altogether 
for an increasing number of commodities. This is because it becomes 
more and more usual for large-scale industries to sell their products at 
a single price throughout the whole country, a tendency that is rein¬ 
forced by the growing importance of road transport. Road vehicles are 
often owned by manufacturing firms themselves and transport costs 
enter into total cost calculations. The consequence of charging the same 
prices everywhere is that local consumers have to subsidize the more 
distant ones. Decentralized industries, which do not depend on local 
raw materials, are thereby put in an exceedingly difficult position; they 
have to pay transport on their raw materials, but their competitors 
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cover their transport costs for the finished products partially in other 
markets. The lack of progress made in the efforts to implant new in¬ 
dustries in Northern Ireland, in spite of special facilities granted to local 
manufacturers, is supposed to be partly explained by the practice of 
British manufacturers of charging the same prices throughout the whole 
of the United Kingdom. 23 

The reduced power of competition of local industries in the poor dis¬ 
tricts is not the only unfavourable effect of the practice of charging a 
uniform price for the whole country. Equalized prices increase the 
incentive for large-scale industry to settle near the large consuming 
centres, since the cost of transport to more distant regions can thus be 
borne by a larger number of local customers. 24 

As previously mentioned, the growing use of electricity in place of coal 
facilitated industrial decentralization. The system of power rates decided 
in most cases by Governments or with Government agreement does, 
however, often discourage decentralization. This is particularly the case 
in some of the countries of southern Europe. Thus, the cost of electricity 
in the Greek provinces is about three times higher than in Athens. In 
Portugal, the difference is not quite so large, rates in the south amount¬ 
ing to one and a-half times the rate in Lisbon. The unification of elec¬ 
tricity rates throughout the whole territory in some of the more devel¬ 
oped countries, for instance Sweden and Finland, is an improvement 
over a system whereby prices are higher in the poor regions. However, 
this still deprives the industries in the poor mountain regions of their 
main location advantage. In these regions, it would be more rational for 
electricity to be sold at prices below the uniform national rate, because 
important transport losses are avoided when consumption takes place 
near hydro plants and it moreover seems unjustified that local consum¬ 
ers should share in the investment cost for long-distance transfers. Thus, 
it has been proposed in Finland 25 that, in order to assist industry in the 
north, electricity should be sold here at prices 10 to 15 per cent below 
the uniform rate of the rest of the country. In France, public tariff 
policy since the war has hit industries in the Alps in a double way: 
freights for raw materials from the north have been increased and 
electricity prices have been raised and have come closer to those pre¬ 
vailing in the industrial centres. 

More examples could be added of the various artificial impediments 
to the development of poor regions. The fact that all these factors in¬ 
teract reinforces the cumulative process of growth in the concentration 
areas and makes these barriers extremely powerful in preventing the 
spreading of industry to the poor regions. Probably these obstacles are 
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of much greater weight in explaining the backwardness of many poor 
regions than any natural handicaps from which they might suffer. 


3. THE PROBLEM OF ECONOMIC BALANCE BETWEEN AND 
WITHIN REGIONS 

Development of Manufacturing in Poor Regions 

It is, of course, of crucial importance for any policy of regional 
development to determine what types of manufacturing industry can 
most advantageously be promoted in poor regions. As was mentioned in 
the preceding section, one important factor to take into account is the 
endowment of the region in question with natural resources and, in 
particular, the possibility of creating industries for the processing of 
local raw materials. Although possibilities of this kind are never wholly 
absent, they are often rather limited and, hence, the availability of local 
raw materials cannot be the only criterion for the choice of industries 
to be promoted in poor regions. The question needs to be considered 
in the broader context of the industrial structure of the country as a 
whole. 

It might seem, at first sight, that when—as will occur in most cases— 
the industrial development of a backward region cannot be based on 
local raw materials alone, the best alternative would be to promote 
industries processing imported 26 raw materials for local consumption. 
It could be argued that the region would thereby reduce its dependence 
on imports of manufactures from the richer regions, and even in the 
absence of any protection for the new local industries in the poor 
regions, it might be thought that they would be in a better competitive 
position vis-a-vis the industries in the more developed regions than 
large-scale industries which would have to depend on exports beyond 
the region and, therefore, be at a disadvantage in transport costs both 
on their raw materials and on their finished goods. 27 

This reasoning is clearly one of analogy with the process by which 
the development of poor countries has most often been seen to take 
place; policies of industrialization have regularly been directed towards 
the substitution of imported manufactures, and the most important 
policy tool has been tariff protection for the new import-saving indus¬ 
tries. It is, however, pertinent to ask whether this analogy between the 
development problems of poor countries and of poor regions is at all 
valid. As a matter of fact, the much closer economic ties between re¬ 
gions within a country than between countries set narrow limits to the 



PROBLEMS OF DEVELOPMENT AND LOCATION IN EUROPE 429 

possibilities of developing ‘import-saving” industries in backward re¬ 
gions. 28 The textile industries provide an illustration of the problems 
involved. 

As already seen in Table 73, the textile industry hardly exists in any 
of the under-developed regions in the countries listed. Yet the low 
transport costs for both raw materials and finished goods, the high 
labour intensity and the modest demand for skilled labour would seem 
to make manufacturing of textiles for local consumption a particularly 
promising field for expansion in the poor regions, and in certain coun¬ 
tries, for instance in Yugoslavia, the setting up of textile industries is 
being used as one of the means to develop the poor regions. Most 
European countries have, however, excess capacity in the textile in¬ 
dustry and employment in this branch is on the decline in a number of 
them. This does not hinder the continuous development of textile indus¬ 
tries in the under-developed overseas countries, but, in the poor regions 
in European countries, establishment of textile industries meets with 
considerable opposition from the traditional textile regions, whereas the 
setting up in poor regions of the more dynamic branches of industry, 
like engineering and chemicals, is likely to encounter much less resist¬ 
ance. 

A lot depends, however, on the overall employment situation in the 
country: if the country is short of capital and the richer areas suffer 
from unemployment and have idle capacity in the industries which it is 
proposed to set up in the under-developed regions, the decision to trans¬ 
fer some of the unemployment burden from the very depressed to the 
less depressed areas naturally meets with criticism from the vested 
interests in the richer areas, irrespective of the beneficial effects which 
are assumed to follow from the change in the longer run. Such a situa¬ 
tion exists for instance in Italy, where the choice of industries to be 
implanted in the south is limited by the existence of mass unemploy¬ 
ment and considerable unutilized capacity in most industrial branches 
in the north. In a country like Norway, on the other hand, where full 
employment prevails, and certain lines of industry in the rich regions 
which it is felt should be fostered in the national interest are hampered 
by labour shortage, the Government may find it easier to encourage a 
change in the occupational structure of the richer areas for the sake of 
developing their backward regions. Even where such shifts are deemed 
desirable, it may, however, be considered whether it is in the true 
interest of the poorer areas to be saddled with industries which, al¬ 
though suitable from an employment point of view because they are 
labour-intensive, are in structural decline. It would therefore seem more 
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in the interest not only of the rich but also of the poor areas to con¬ 
centrate development on those lines of industry which show the greatest 
tendency to expansion, even if they may be of the large-scale type for 
which the local market alone is not sufficient. 

There are, however, further reasons for basing the development of 
backward regions not on relatively small-scale local industry of the 
more simple type but on the most modern and expansive type of in¬ 
dustry. One of these reasons is to be found in the structural problems 
in the rich regions, the other in the long-term interests of the poor 
regions; these two aspects are now to be considered in turn. 

The Structural Problems of the Highly Industrialized Regions 

In nearly all European countries, increasing attention is being paid to 
the economic and social consequences of the rapid growth of popula¬ 
tion in some key towns or highly industrialized regions. The urgency 
of the problem does, of course, vary widely from country to country, not 
only because of differences in overall population density and geograph¬ 
ical factors, but also because the degree of concentration of the town 
population 29 is very different, influenced as it is by historical differences 
in political and administrative systems. Federal States, such as Switzer¬ 
land or States which have fairly recently been constituted such as Ger¬ 
many, Italy and Yugoslavia, have, of course, smaller capitals than old 
centralized States such as the United Kingdom or France, or those 
which have lost territory, such as Austria and Denmark.* On 
the other hand, some countries, like the Netherlands and Germany, 
which have no particularly large towns (measured in relation to total 
population) contain big regions where a large number of middle-sized 
towns have grown so close to one another that the whole region has 
become one large urban agglomeration. 

It is obvious that the optimum size of towns or the optimum 
population density of industrialized regions cannot be decided on eco¬ 
nomic grounds alone; economic considerations are even far from being 
the most important in the solution of this question. A considerable 
number of studies have been made, mostly in the United States, but 
also some in European countries, to determine the optimum size of 
towns according to a large number of different criteria varying from 
industrial needs, per capita cost of municipal administration, and time 
wasted on daily transport, to fertility, mortality, cultural needs and ac¬ 
cess to the open country. 30 These studies are far from giving any precise 

* The population distribution in these countries is given in Table 76 of orig- 
inal text. 
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answer even for individual criteria, but they seem to agree in finding no 
significant advantages on any grounds and many very important dis¬ 
advantages of towns above the size of some 300,000 inhabitants. Even 
without putting the maximum quite as low as that 31 it could be con¬ 
cluded that it would be desirable to stop the further growth of a very 
large number of European cities, and some European countries actually 
do try, by various means, which will be discussed in following sections, 
to prevent one or more big cities or congested areas from growing 
further. The aspect of the question which is most relevant for the pres¬ 
ent discussion relates to the occupational distribution of the population 
in those cities and agglomerations. 

It is well known that growth in per capita national income is accom¬ 
panied by a much more than proportionate growth in the demand for 
services and that demand for certain services such as local transport 
increases more than proportionately with the growth of population when 
the size of a town exceeds a certain limit. In large cities, or in regions 
which have become so industrialized that the share of population in 
agriculture is insignificant, the increasing demand for services arising 
from growth in per capita income can only be met either by transfer 
of people hitherto employed in industry or by population increase 
through immigration. 32 Immigration, however, increases the demand for 
services still more and the process goes on cumulatively, unless meas¬ 
ures are taken to bring about an absolute reduction in industrial em¬ 
ployment. 33 In the richest countries of Europe, it seems that not only 
the biggest towns but also other highly industrialized regions have ar¬ 
rived at the point where the share of population in industry is declining, 
because the share in services increases more than the already very low 
share in agriculture decreases. That this is the case in Sweden can be 
seen from the figures below, showing the number of workers in industry 
proper (excluding handicrafts) per 1,000 inhabitants: 



1980 

1945 

1951 

Average for regions including 3 largest towns 

91 

102 

96 

Average for 5 highly industrialized regions 

50 

133 

132 

Average for 12 less industrialized regions 

65 

88 

91 

Average for 4 non-industrialized regions 

34 

40 

43 

Sources: Figures for 1930 and 1945 

from S.O.U., 

1951:6, 

Naringslivets 


Lokalisering (Swedish Government Reports), page 22. Figures for 1951 from 
S.O.U., 1951, Industri, and Statistisk Arsbok, 1953. 

If one accepts the assumption made above that in a large number of 
European congested cities and districts further immigration is contrary 
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to the interests of the people already living there, it follows that it is 
also in the interest of the local population to avoid the introduction of 
new industries of the type which can be expected to expand rapidly in 
the coining decades, because the growth of these industries would in¬ 
evitably attract new immigrants and increase the congestion. It would 
therefore be in the interest of the congested districts if new industries, 
like nylon, plastics, television, electronics, etc., could be induced to 
install themselves in the less developed regions. 

Table 73 gives an impression of the dominant position of engineer¬ 
ing industries in such towns as London and Paris, where this single 
branch of industry occupies approximately 33 per cent of the active 
population in industry. The particularly fast expansion of this branch 
of industry in recent decades has been one of the main reasons for the 
rapid growth of these cities. The case would therefore seem very strong 
for trying to get this expanding as well as labour-intensive industry to 
settle in the regions where expansion of industrial employment is 
desirable and not in those where it should, if possible, be avoided. And 
this holds true not only for the most highly industrialized countries, but 
also for those where most of the growth of engineering is still to come. 

Difficulties of Long-term Balance in the Poor Regions 

The desirability of introducing the most modem and expansive in¬ 
dustries in the poor regions is due not only to the need to avoid them 
in the congested districts, but also to long-term considerations for the 
poor regions themselves. In order to make this clear, it is necessary to 
discuss in further detail the process by which poor regions develop or 
fall behind in development in relation to more prosperous areas of the 
country. 

First, it should be noted that it is easier to provide activity and 
higher incomes for a short period than in the longer run. The poor 
regions are virtually all in dire need of basic improvements in transport 
systems, public utilities and dwellings and, especially in the backward 
regions in southern Europe, there are immense possibilities for land 
improvement. Hence, there is no dearth of investment opportunities. As 
regards supply, there is in most cases an abundance of unemployed or 
under-employed labour and since the basic investments—notably road- 
budding, power, irrigation and afforestation—are highly labour-inten¬ 
sive, the problem is not one of availability of physical factors directly 
needed for the investments but of financing them. 

Even if finance is provided for these basic investments through public 
grants and credits, or through inducements to private capital, there 
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remains the problem of securing long-term balance for the region after 
these investments in social capital and in the improvement of natural 
resources are completed. As long as these investments go on, further 
activity will of course be generated in local services, handicrafts and 
small-scale industry, and if the region is among the promising ones 
where the exploration of considerable unutilized natural resources has 
only been kept back for lack of the social capital now invested, the 
stimulus given by the investments and the resulting increase in local 
incomes may be sufficient to start a genuine productive development of 
the region. But in regions which are poor not only in social capital but 
also in unutilized natural resources, activity and income may, once the 
investments are completed, fall back to a level not very much higher 
than the original one. The population would live more, comfortably, 
but employment and current incomes may not have improved much. In 
such a case some of the local industries and services which had been 
set up in the days of greater activity may even have to close down. 
The importance of this problem has been recognized by the Italian 
Government, which—as will be shown later—has tried to overcome it 
by taking more positive measures for the establishment of industries in 
southern Italy than had been contemplated in the original development 
plan. 

If, however, no recession in activity takes place, but the workers 
released from employment in the original investments are transferred 
to local industries which have expanded partly because of the increase 
in income and partly by replacement of imports from other regions , 34 
the balance may then be preserved also after the completion of the 
investments. But difficulties may nevertheless be expected to arise at a 
later stage. The reason is that the region in question will not be the only 
one in the country that develops and, simultaneously with the develop¬ 
ment process in the poor region, technical progress takes place in the 
richer regions. However, technical progress in one region tends to dis¬ 
turb the balance in others, because part of the consumption in the 
technically lagging regions will shift from home-produced to “imported” 
goods. If the persons who previously produced the local goods remain 
in the region as under-employed or unemployed, and if the increased 
demand in the other region where the technical progress takes places 
does not direct itself towards export products of the poor region, the 
position of the latter will have deteriorated permanently. 

It is this mechanism which makes it vital to spread the most dy¬ 
namic industries 35 over the country, and in particular to make sure that 
some of them are located in under-developed areas. If the most modern 
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—and especially the most dynamic—industries are not established in 
the poor regions they will be set up in other parts of the country and 
the competition from their output will directly, or via their increasing 
share in total consumers’ expenditure, make inroads into the markets for 
the products produced in the poor regions. Since the poor regions will 
be mainly exporters of food and producers of manufactures for local 
consumption, it is highly improbable that they will be able to compen¬ 
sate for the loss of internal markets by increased exports to the ex¬ 
panding regions. The most rapidly expanding element in the consump¬ 
tion of rich regions is services, which are produced primarily within 
these regions. It is therefore necessary, in order to preserve inter¬ 
regional balance, to give the poor regions more than their proportionate 
share of the most dynamic industries. 

In other words, industries which produce mainly for the local market 
in a backward region cater only for limited needs and can be expected 
to advance only so fast as the region as a whole. “New” industries, on 
the other hand, are designed to meet needs which arise primarily in the 
more developed parts of the country, and in this manner the develop¬ 
ment of the poor region becomes geared to the development in more 
fortunate regions. An equally important result is the introduction through 
these industries of standards of technology far in advance of those 
prevailing in the region, thereby giving it a chance to take the lead in 
technical development if only in a limited field. Some leadership in 
technology is needed if a new gap in development is not to appear at a 
later stage. 

Given that the value of the “new” industries would lie in their ex¬ 
ceptional possibilities for further expansion, it is obvious that little im¬ 
portance attaches to the amount of employment they provide per unit 
of capital invested, particularly since it is the same capital market 
which will have to supply the capital wherever the industries are 
placed. Here again, the analogy with under-developed countries does 
not hold. From considerations of this nature it appears to have been a 
wise policy on the part of the Dutch Government to set up their con¬ 
tinuous-strip mills in one of their development areas and to induce 
the company producing nylon to establish itself in another. S imilar ly, 
the Italian plans to make Naples, the depressed “capital” of southern 
Italy, a centre of the electronic industry would seem well motivated . 30 


Limits to Decentralization 

The discussion has so far been concerned with the desirability of 
shifting the pattern of industry so that the poor regions receive a larger 
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share and the congested districts a smaller. The problem to be dealt 
with briefly here is that of the location of industry inside the poor 
regions—namely, the problem of how far decentralization ought to go. 

Some of the enthusiasts for industrial decentralization—mainly those 
who have closer ties with agriculture than with industry—argue in 
favour of bringing manufacturing industry into the villages. The object 
of this would be to prevent the spread of rural depopulation which is 
already resulting from the rapid mechanization and rationalization of 
agriculture. 

Though there may be exceptional cases where industrial plants could 
without great disadvantage be situated in not too isolated villages, the 
general rule is that the disadvantages of industrial decentralization grow 
considerably when industry moves from middle-sized towns down to the 
village level. While the studies concerning optimum size of towns men¬ 
tioned above seem to agree still less on the desirable minimum than 
on the desirable maximum, it is quite clear that below a certain level 
economic disadvantages tend to grow and non-oconomie advantages to 
diminish or become clearly negative. 

The argument in favour of industrial decentralization and against 
gradual depopulation of whole regions is not directed against the con¬ 
centration of population inside each region. On the contrary, con¬ 
centration of settlement within a region is precisely the method by which 
the two objectives of securing economic progress and of avoiding 
gradual depopulation of the region can be reconciled. Rural roman¬ 
ticism and petty local interests often combine in the claim, vociferated 
through political channels, that both the population and the means of 
subsistence should be preserved, even at very high cost, 1 ' in small 
isolated islands, secondary valleys and remote mountain villages. Often 
such places had better be evacuated entirely, although sometimes there 
may be an escape in turning old farmhouses and fishermen’s cottages 
into summer habitations for town dwellers. This has happened for in¬ 
stance in some poor agricultural districts in Sweden and, in America, 
in the New England states. 

Even where agricultural land is too valuable to be taken out of cul¬ 
tivation, the justified desire that agriculture should not be left as the 
only activity in a depopulated district without access to services or 
cultural life would be satisfied if the effect of industrial decentralization 
were to strengthen economic activity and thereby commercial and cultu¬ 
ral Hie in middle-sized towns. With the development of modem means 
of transport and especially of the motor scooter, these towns are now 
within much easier reach of the rural population. Experience has shown 
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that it is no easy task to halt the growth of industry in the heavily 
industrialized areas and to stop the flow of migrants towards them. This 
goal may, perhaps, become attainable if industry can be attracted to, 
and the flow of migrants from agriculture halted in, a large number 
of expanding middle-sized towns which revive economic activity and 
cultural life in their regions. Attempts to go still further and spread in¬ 
dividual plants over the countryside would run grave risks of failure, 
partly because of the higher costs and partly because workers may be 
inclined to use such rural industries as only a temporary halt on their 
way to town . 38 While it would be desirable from the point of view of 
agriculture if such rural industries were set up in districts where agri¬ 
culture is overcrowded with manpower, it would be much less satis¬ 
factory for the industries themselves, which would be faced by a very 
fluctuating labour force and may run into difficulties of recruitment 
once the agricultural surplus had been eliminated. 

This whole problem is, of course, of much more urgency in coun¬ 
tries with scattered populations like Sweden, Norway or France than 
in the densely populated countries. In Sweden, a Parliamentary Com¬ 
mittee dealing with industrial localization 39 has suggested that, parallel 
with industrial decentralization, there should be developed relatively 
small service towns in the countryside. The function of these towns 
would be to serve as commercial and cultural centres for the agri¬ 
cultural population. 


NOTES 

‘Regional problems and policies of the Soviet Union are not dealt with in 
this chapter. 

! An outstanding example is the Italian plan for development of the Mezzo- 
giorno, which was discussed in the Survey for 1953, which also contained a 
more summary description of regional problems in other southern European 
countries. See Economic Survey of Europe in 1953, Part III, in particular pages 
92-94 (Turkey), 103-104 (Greece), 121 (Yugoslavia), 123-140 (Southern Italy), 
142 (Spain), 154 (Portugal) and 184—186 (General). 

3 These figures must, of course, be taken only as broad indications because 
of the arbitrariness necessarily involved in the definition of regions. 

“There is, of course, no such correlation to be expected in the case of in¬ 
dustrially depressed areas. For instance, western Flanders, the depressed area of 
Belgium, shows agricultural incomes about 20 per cent above the Belgian 
average. See Guido Declercq and Olivier Vanneste: Structurele Werkloosheid in 
West-Vlaanderen, Roeselare, 1954, page 306. 

5 However, it was shown in a study of productivity in England and Scotland 
made by H. W. Singer and C. E. V. Leser (Journal of the Royal Statistical 
Society, Vol. CXI, Part IV, 1948) that the 5 per cent lower value of output per 
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person employed in industry in Scotland compared with England and Wales 
(according to the 1935 census of production) was not caused by differences in 
industrial structure, hut could safely he interpreted as a di(ferenee in productivity. 

" Post-war regional problems and policies in these countries are dealt with 

in Section 5. 

• As measured by the share of active population in industry (see 'Fable 70). 

s For a further description, see Economic Survey of Europe in 1953, pages 

131 et sap 

*■' In the "thirties, income per head in both East Prussia and Pomerania was 
around half of that of Schleswig-Holstein and also quite considerably below that 
of Lower Saxony and Bavaria, the other two poorest regions of western 
Germany at present. 

For a more detailed discussion of these problems, see European Agriculture 
—4 Statement of Problems, FICH/FAO, Geneva* 1954* Chapter 3, pages 33 

et ,vec|, 

u There are exceptions* of course* one of the most important being tourism 
in poor regions, 

* For a discussion of this problem, see Chapter 7. 

11 See Economic Survey of Europe in 1953, Chapter 13. 

u For instance, mineral oil has recently been found both in one of the poor 
regions in the Netherlands and in the southwest of France. Moreover, uranium 
has been discovered in the Massif Central and in Brittany, and coal in the Jura, 

14 In the district of Maanselka in north-east Finland alone about 260,000 ha. 
of forests could be brought within the border line of economic utilization by 
building a finest rail wav which would have to transport 13.000 wagons ot timber 
a year. On shorter distances also there may be great advantages in improving 
transport; in one ease, for instance, a road 4 km. long which had cost 3.75 
million Finnish marks to build was already after six years 1 use able to save 
transport costs of 8.6 milium Furnish marks by shifting from horse to truck 
transport. See Henrik Gripenberg, "Aktuella spursmal mom vart xkogsbruk/* 
Ekiunnniska Satnfmulcts fid sk rift, Helsinki, 1954, 

"According to an estimate made in the HCH/FAC) study European Timber 
Trends* and Prospects, Geneva, 1953, barren areas in the whole of Europe, 
which could again become productive through afforestation, extend over 7 to 8 
milium hectares, a large part of which Is to be found in southern Europe. 

o For an explanation of the method used, see note in 'Fable 72. 

"A high coefficient of localization for the cotton textile industry is also 
apparent in the United States but the reasons are different: two-thirds of the 
employment in the cotton industry is in the three southern states of North 
Carolina, South Carolina and Georgia, which together accounted for only 7 per 
cent of total employment in manufacturing (the figures relate to 1939), I he 
attraction of these states is due not only to the nearness to raw material supplies 
hut also to lower wage fates and lower taxes. 

Report of the Roval Commission on the Distribution of the Industrial 
Population (Barlow Report), Cmd, 6153, January 1940, page 272. 

*The advantages for small firms in the same branch of industry being located 
together, thereby benefiting from common services (auxiliaries, repairs, etc.), have 
often been stressed. The recent tendencies for large firms to break up their 
production into several fairly independent departments, often located very far 
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from the main operating unit, seems to point to the limited importance of this 
in countries benefiting from modern transport facilities. Such tendencies of 
geographical spreading of large firms are visible not only in the United States 
but in Europe as well, for instance in the Netherlands and Switzerland. 

21 The Deutsche Industriebank was set up before the war with the purpose of 
putting financial means at the disposal mainly of provincial banks which granted 
long-term credits to small enterprises. 

“See H. Doerpmund, Die Mittel der Industriestandortlenkung und die 
Grenzen ihrer Anwendbarkeit, Bremen-Horn, 1950. 

23 See C. F. Carter, “Northern Ireland—An Economic Survey: The Last De¬ 
pressed Area,” The Banker , August 1954. 

24 Moreover, small industries producing the same commodities may also be 
induced to locate themselves in the big concentration areas near the large firms, 
since the gap between costs and prices of the large firms will be wider than in 
the remainder of the country. 

25 Report of the Industrialization Committee, Helsinki, 1951. 

20 From other regions or from abroad. 

27 This is, of course, based on the assumption—nearly always valid—that the 
poor regions are, at least at the initial stage of development, less favourably 
located from the point of view of transport either for geographical reasons or 
owing to previous capital investment in transport in the rich regions. 

28 Economic ties between poor and rich regions may in certain respects re¬ 
semble more those between a country and its colonies than those between 
sovereign countries. 

29 The share of total population living in towns does correlate somewhat more 
closely with the degree of industrialization of the country, as can be seen 
from Table 76. 

30 Robert M. Lillibridge (“Urban Size: An Assessment,” Land Economics, 
November 1952, page 341) reviews a number of such studies. 

31 However, the Dutch Government has decided on an optimum size of 
100,000 inhabitants, except where particular circumstances (for instance, the 
existence of very large industrial plants) require a somewhat higher number. 

32 The natural increase of population is most often negative in big cities. 

33 There may, of course, be cases where industry is so badly in need of 
rationalization or certain services so overcrowded that the demand caused by 
raising per capita income could, for a time, be met by rationalization alone. 

34 The relative size of payments for these imports will vary from region to 
region and country to country according to the degree of development and of 
adjustment in consumption standards. Estimates made by Svimez (the Associa¬ 
tion for the Development of Industry in Southern Italy) of the repercussions 
of a two-year programme of basic works for southern Italy show that for every 
unit of employment in this project in the south, only 0.3 unit can be taken to 
be employed subsequently in the south itself for the provision of the additional 
goods and services which the initial expansion will require, the remaining extra 
consumption provided by the expansion in employment serving to increase em¬ 
ployment in northern Italy and abroad. (See Economic Effects of an Investment 
Programme in Southern Italy , published by Svimez, Rome 1951, Tables 27 and 
28, pages 50 and 52.) 
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35 These dynamic industries being, of course, not the same, for example, in 
Turkey and in the United Kingdom. 

36 Naples, although a town of one million inhabitants, has only 18 per cent 
employed in industry proper against 27 per cent in Milan. 

37 For instance, to keep schools, postal services and communication lines 
may become very expensive in isolated villages. See examples given in Depeuple- 
ment rural et Peuplement rationnel, Cahier No. 8 de Travaux et Documents 
(INED), Paris, 1949. 

38 A Swedish study of population movements in a forest district in central 
Sweden, which had as its purpose to find out how the exodus of workers from 
the forest could be halted, warned against all plans of setting up more local in¬ 
dustries in the villages because it was found that the existing ones attracted the 
forest workers, who once they were accustomed to industrial work moved fur¬ 
ther away to other regions or to towns. (See Jan Wallander: Flykten fran 
Skogsbygden , Stockholm, 1948.) 

39 S.O.U., 1951:6, Ndringslivets Lokalisering (Swedish Government Reports), 
pages 78-81. 




22. Industrialization, Factor Markets, 
and Agricultural Development 1 * 

William H. Nicholls 2 


Reverse cannot befall that fine Prosperity 
Whose sources are interior. 

Emily Dickinson 


I. INTRODUCTION 

F or nearly a decade, we have had 
under way at Vanderbilt University 
a large-scale research project on 
Southern Economic Development and 
Agriculture. This project has been con¬ 
cerned with testing for selected southern 
areas the locational hypothesis first ad¬ 
vanced by T. W. Schultz in 1950 to ex¬ 
plain wide international and interregion¬ 
al divergences in per capita incomes. 3 As 
Schultz himself recognized, it would be 
virtually impossible to test his hypothe¬ 
sis on an international basis because of 

1 A revision of a paper prepared for the Confer¬ 
ence on the Role of Agriculture in Economic Growth, 
sponsored by the Social Science Research Council’s 
Committee on Economic Growth, at Stanford Uni¬ 
versity, November 11-12, 1960. 

2 1 am greatly indebted to my colleague, Anthony 
M. Tang, on whose own contributions to the present 
subject I have drawn so freely in what follows as to 
give him the status of virtually a joint author. I am 
also grateful to the Rockefeller and Ford Founda¬ 
tions for the financial support which made our vari¬ 
ous studies possible. 


the vast number of uncontrollable vari¬ 
ables. 4 Instead, Tang and I have dealt 
with relatively small and homogeneous 
areas for which one might hope to iso¬ 
late more successfully the effects of in¬ 
dustrial-urban development (via factor 

3 T. W. Schultz, “Reflections on Poverty within 
Agriculture,” Journal of Political Economy , LVIII 
(1950), 1 ff.; “A Framework for Land Economics— 
the Long View,” Journal of Farm Economics , 
XXXIII (1951), 204-15; and Economic Organization 
of Agriculture (New York: McGraw-Hill Book Co., 
1953), chaps, ix and x. According to Schultz’s hy¬ 
pothesis, economic development occurs in a specific 
locational matrix which is primarily industrial- 
urban in composition and near the center of which 
the existing economic organization (factor and prod¬ 
uct markets) works best. He further hypothesized, 
with particular reference to agriculture, that those 
parts of agriculture situated favorably relative to the 
industrial-urban center enjoy more efficient factor 
and product markets than those situated at the 
periphery. 

4 However, as Meier and Baldwin ( Economic De¬ 
velopment: Theory , History , Policy [New York: John 
Wiley & Sons, 1957), p. 147 and Part II) have shown, 
the mid-nineteenth-century world economy can be 
rather successfully analyzed in the general terms of 
center (Britain) and periphery. 


* Reprinted from the Journal of Political Economy , Vol. 69 (Aug. 1961). 
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markets) on agricultural productivity 
and income. Tang has presented most of 
his fundings in his path-breaking book on 
industrial-urban development and agri¬ 
culture in the South Carolina-Georgia 
Piedmont. 5 The findings of my parallel 
study of the Upper East Tennessee Val¬ 
ley have been reported in a long series of 
journal articles. 6 Since our investigations 
are now virtually complete, the purpose 
of the present paper is to bring together 
within the compass of a single article the 
principal generalizations which have 
emerged from our joint efforts. 

Objectives and methodology .—While our 
approaches have differed in detail, Tang 
and I have each sought to test a series of 
subhypotheses which may be grouped 
into three major hypotheses: (1) that the 
labor, capital, and product markets fac¬ 
ing agriculture are relatively more effi¬ 
cient in local areas which have enjoyed 
considerable industrial-urban develop¬ 
ment than in similar nearby areas which 

6 Anthony M. Tang, Economic Development in the 
Southern Piedmont , 1860-1950: Its Impact on Agri¬ 
culture (Chapel Hill: University of North Carolina 
Press, 1958). 

6 In order of their publication, my own journal 
articles were: “A Research Project on Southern Eco¬ 
nomic Development, with Particular Reference to 
Agriculture,” Economic Development and Cultural 
Change , II (1952), 190-95 (which set forth in detail 
the various hypotheses of the entire project): “Some 
Foundations of Economic Development in the Up¬ 
per East Tennessee Valley, 1850-1900,” Journal of 
Political Economy , LXIV (1956), 277-302, 400-415; 
“The Effects of Industrial Development on Tennes¬ 
see Valley Agriculture, 1900-1950,” Journal of Farm 
Economics , XXXVIII (1956), 1636-49; “Human 
Resources and Industrial Development in the Upper 
East Tennessee Valley, 1900-1950,” Quarterly Jour¬ 
nal of Economics, LXXI (1957), 289-316; “Relative 
Economic Development of the Upper East Tennes¬ 
see Valley, 1850-1950,” Economic Development and 
Cultural Change , V (1957), 308-24; “Industrial-Ur¬ 
ban Development and Agricultural Adjustments, 
Tennessee Valley and Piedmont, 1939—54,” Journal 
of Political Economy , LXVIH (1960), 135-49; and 
“Factors Affecting Gross Farm Income Per Worker 
in the Upper East Tennessee Valley, 1899-1954,” 
Journal of Farm Economics , XLII (I960), 356-62. 


have not; (2) that the effects of differ¬ 
ences in rates of industrial-urban devel¬ 
opment have accordingly been increas¬ 
ingly wide inter-area differences in per 
worker agricultural capital and farm out¬ 
put (income); and (3) that there are fun¬ 
damental impediments to equilibrating 
factor movements which tend to per¬ 
petuate differences in market efficiency 
and agricultural productivity between 
the more and less industrial areas. To 
this end, each of us selected a group of 
twenty to twenty-one contiguous coun¬ 
ties (each with a combined area equiva¬ 
lent to that of Massachusetts or Con¬ 
necticut) which have had a common his¬ 
torical and cultural background; which 
some fifty to seventy-five years ago had 
a similar dependence on agriculture and 
similar farm output per worker; but 
some of which have since experienced 
substantial rates of industrialization 
while others (the control group) have re¬ 
mained largely rural-agricultural. 

Each of us has made a very thorough 
analysis of the economic development of 
his area during the entire century 1850- 
1950, but we have put greater emphasis 
upon the period since 1900 and have ana¬ 
lyzed with special intensity the dynamic 
years since 1940. For sources of data, we 
have relied primarily upon the United 
States Census, supplemented insofar as 
possible from other important statistical 
compendiums which contained relevant 
socioeconomic data on a county-unit 
basis. Our statistical methodology has 
been relatively simple, consisting largely 
of correlation techniques applied to the 
ranks of our data rather than to the 
original data themselves. Tang success¬ 
fully employed Wilcoxon’s rapid sum-of- 
ranks technique which often enabled him 
to eliminate calculations of various socio¬ 
economic indexes for all but his five top- 
ranking (most industrial) and five bot- 
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tom-ranking (least industrial) counties. 
Because of the more erratic nature of sev¬ 
eral of the counties in my study area, I 
found the Wilcoxon method less satis¬ 
factory. Instead, I applied Spearman 
rank-correlation techniques to my entire 
sample of twenty counties, in each case 
correlating their ranks in industrial de¬ 
velopment 7 with their ranks in numerous 
other socioeconomic indexes. While our 
choice of these simpler statistical meth¬ 
ods was primarily based on their econo¬ 
mies in computing time, their use also 
appeared to be appropriate in view of the 
crudeness of our data, the small numbers 
of our observations, and the failure of 
our data to fulfil the assumptions im¬ 
plicit in parametric techniques. 

In the remainder of this paper, I shall 
present a summary of the generalizations 
which emerge from these two case 
studies. However, because Tang’s statis¬ 
tical methods differed substantially from 
mine, I shall normally not present the 
statistical findings of the two studies 
comparatively. Instead, I shall state 
various generalizations in strictly verbal 
terms, using only my own statistical re¬ 
sults for support or illustration. In each 
case, I shall also indicate in general terms 
whether Tang’s findings are in agreement 
or in conflict with my findings. I shall 
begin with a section on the pre-industrial 
period, when any differences in agricul¬ 
tural productivity and incomes might be 

7 In our earlier work, Tang and I used “per capita 
value added by manufacture” as our measure of in¬ 
dustrial development since the necessary basic data 
were reported by the Census from 1860 on. However, 
beginning in 1930, the Census reported data permit¬ 
ting the computation of a moderately comprehensive 
index of “per capita non-agricultural payrolls” 
(manufacturing, retail and wholesale trade, and 
selected service industries), which was almost invari¬ 
ably more highly correlated with other socioeconom¬ 
ic indexes than was per capita value added. Hence, 
here as in our other more recent work, I have adopt¬ 
ed per capita payrolls as my measure of industrial- 
urban development. 


expected to have reflected differences in 
“original” physical resources. I shall then 
turn to the more recent period since 1900, 
during which both study areas were sub¬ 
ject to the dynamic effects of substantial 
industrial-urban development. For the 
latter period, I shall center attention on 
the responses to industrialization of capi¬ 
tal and labor markets serving the nearby 
agriculture. First, however, let us gain 
some perspective by looking briefly at 
the major patterns which emerged during 
the ninety years 1860-1950. 

H. SOME COMMON PATTERNS IN INDUSTRI¬ 
AL-URBAN DEVELOPMENT, 1860-1950 

The pre-industrial period .—Despite 
many significant differences in their 
natural and socioeconomic attributes, 
the agricultures of the Tennessee Valley 
and Piedmont study areas shared one 
important characteristic—the tendency 
for intra-area geographical differences in 
per worker farm income and farm capital 
to be substantially reduced during 1860- 
1900 and to be markedly increased dur¬ 
ing the half-century beginning in 1900. 
This common agricultural pattern of ini¬ 
tial convergence and subsequent diver¬ 
gence corresponded roughly with an ini¬ 
tial, essentially pre-industrial period, fol¬ 
lowed by a period of rapid and notable 
industrial-urban development within 
each area. These long-run tendencies 
may be illustrated by some summary 
indexes taken from my Tennessee Valley 
study and presented in Table 1. 

During 1860-1900, per capita value 
added by manufacture in the Tennessee 
Valley never exceeded its peak of 17 per 
cent of the national average attained in 
1860. In fact, relative to the nation as a 
whole, the Tennessee Valley underwent 
significant industrial retrogression during 
1860-90 (reaching a low of 8 per cent in 
1890) and had not quite recovered its 
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1860 level by 1900. The Piedmont area 
did not show the same relative industrial 
retrogression and, during 1880-1900, 
gained sharply on the rest of the nation’s 
manufacturing with the expansion of its 
new textile industry. Nonetheless, even 
the Piedmont’s per capita value added 


have greater per capita values added 
than did today’s less developed counties. 
(In fact, the corresponding coefficient of 
rank correlation, .432*, for 1860 indi¬ 
cates that even forty years earlier this 
particular index had some predictive 
value for the relative development of the 


TABLE 1 


Some Summary Indexes of Industrial-Urban and Agricultural Development, Upper East 
Tennessee Valley Study Area, Selected Years, 1860-1954* 



I860 

1880 

1900 

1920 

1940 

1950 

1954 

Per capita value added by 
manufacturing: 

Index for area (U.S. average 
= 100) . 

17% 

n% 

15% 

21% 

55% 

62% 

68% 

Coefficient of variation.. .. 

0.87 

0.97 

0.95 

0.94 

1.63 

1.43 

N.a. 

Coefficient of rank correla¬ 
tion . .. 

.432* 

.650* 

.878** 

.868** 

.869** 

.911** 

.979** 

Population per square mile: 
Index for area (U.S. average 
= 100) . 

242% 

213% 

187% 

157% 

162% 

155% 

N.a. 

Coefficient of variation.... 

0.24 

0.26 

0.22 

0.29 

0.47 

0.62 

N.a. 

Coefficient of rank correla¬ 
tion. 

.236 

.114 

.280 

.644** 

.774** 

.792** 

N.a. 

Per worker gross farm income: 
Index for area (U.S. average 
= 100) . 

N.a. 

58% 

58% 

52% 

53% 

45% 

39% 

Coefficient of rank correla¬ 
tion . 

N.a. 

.268 

.185 

.186 

.678** 

.624** 

.744** 

Per worker farm capital: 

Index for area (U.S. average 
= 100). 

95% 

66% 

49% 

43% 

56% 

59% 

50% 

Coefficient of rank correla¬ 
tion . 

.488* 

.568** 

.344 

.484* 

.808** 

798** 

.841** 


“ Coefficient of correlation between county ranks in the particular index in each selected year and the county ranks in my index 
of economic development, per capita non-agricultural payrolls in 1954. 

* Significant to 5 per cent level. 

** Significant to 1 per cent level. 


stood at only 30 per cent of the national 
average in 1900. 8 To be sure, there were 
in 1900 already considerable relative dif¬ 
ferences in the levels of industrialization 
of the several counties within each area, 
as illustrated by the fact that there was 
a very strong tendency (.878**)® for to¬ 
day’s more industrial-urban counties to 

8 While both areas had per capita values added 
which were 11 per cent of the national average in 
1880, the Piedmont’s industrial progress during 
1880-1900 was obviously much greater—standing at 
30 per cent as compared with the Tennessee Valley’s 
15 per cent in the latter year. 


several counties a century later.) 10 De¬ 
spite these significant relative differ- 

9 Here and in subsequent analysis, the figures in 
parentheses will (unless otherwise specified) repre¬ 
sent the coefficients of rank correlation between my 
index of industrial-urban development (per capita 
non-agricultural payrolls) for 1954 and the particu¬ 
lar socioeconomic index and year indicated in the 
text, for the twenty counties of the Tennessee Valley 
study area. (One asterisk indicates statistical signifi¬ 
cance at the 5 per cent level; two asterisks, signifi¬ 
cance at the 1 per cent level.) 

10 That the same was true for the Piedmont area 
is emphasized by the indexes of Table 8 in Tang, op. 
cit.y p. 88; see also pp. 60-63. 
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ences, it seems dear that as late as 1900 
(a) all of the counties within each area 
were primarily agricultural (the estimat¬ 
ed proportions of the male work force 
engaged in agriculture in the twenty 
Tennessee Valley counties ranged from 
69 to 92 per cent) and (6) the absolute 
differences in the degree of their indus¬ 
trialization were as yet not sufficiently 
great to cause substantial differences in 
local agricultural productivity and in¬ 
comes. 

Furthermore, insofar as industrial de¬ 
velopment had taken place during 1860— 
1900, its unevenness among the several 
counties of each area was not yet marked 
(the coefficient of variation in per capita 
values added during 1860-1900 increased 
only from .87 to .94). In addition, inter¬ 
county differences in population density 
had, if anything, slightly declined (the 
corresponding coefficients of variation 
were .24 and .22), and as late as 1900, for 
the Tennessee Valley at least, 11 today’s 
more advanced counties did not have sig¬ 
nificantly greater population densities 
(the coefficient of rank correlation was 
only .280) than did today’s less devel¬ 
oped counties. Hence, our choice of 1900 
as the approximate date ending the pre¬ 
industrial period of each area would 
appear to be reasonable enough. 

The period of industrial development .— 
In any case, during the half-century fol¬ 
lowing 1900, both the Tennessee Valley 
and the Piedmont experienced rates of 
industrial development far in excess of 
the nation as a whole. Between 1899 and 
1947, the per capita value added by 
manufacture in the Tennessee Valley 
area increased from 15 to 62 per cent of 
the national average (Table 1); in the 

11 In the Piedmont area, today’s more industrial 
counties already had significantly greater population 
densities (although absolute differences were still 
§mall) in both 1850 and 1900 (Tang, op. cit ., p. 97). 


Piedmont area it increased from 30 to 
120 per cent. 12 Within each area, how¬ 
ever, the various counties shared far from 
equally in this industrial growth. For ex¬ 
ample, for the Tennessee Valley area, the 
coefficient of variation in county per 
capita values added increased from 0.95 
to 1.63 during 1899-1939, although it 
then declined to 1.43 in 1947. The corre¬ 
sponding coefficient of variation in coun¬ 
ty population densities increased steadily 
from 0.22 to 0.62 during 1900-1950. 
Furthermore, although today’s more in¬ 
dustrial counties did not have signifi¬ 
cantly greater population densities (.280) 
in 1900, by 1950 they showed a very 
strong tendency to do so (.792**). 
Whereas, in 1900 only one of the Tennes¬ 
see Valley’s twenty counties (and five of 
the Piedmont area’s twenty-one) had per 
capita values added by manufacture ex¬ 
ceeding the modest level of 40 per cent 
of the national average, by 1947 seven 
(and fifteen) counties did so. In fact, by 
the latter year, two (and nine) counties 
actually exceeded the national average. 
Thus, industrialization (and concomitant 
urbanization) proceeded at a rapid but 
highly uneven pace within each study 
area. 

Trends in agricultural income differen¬ 
tials. —Finally, as Table 1 makes clear 
for the Tennessee Valley, within each 
study area there was a convergence in 
county indexes of per worker farm capi¬ 
tal and income during 1860-1900, fol- 

12 While the Piedmont’s industrialization far out¬ 
stripped that of the Tennessee Valley, the latter had 
the advantage of greater diversification of industries 
.and greater relative male employment in manufac¬ 
turing. As late as 1950, textiles accounted for 76 per 
cent of the Piedmont’s manufacturing employment; 
the Tennessee Valley’s leading industry, chemicals, 
accounted for only 29 per cent, followed by textiles 
and apparel (22 per cent) and furniture, lumber, and 
wood products (19 per cent). In the same year, fe¬ 
males were responsible for 40 and 24 per cent, re¬ 
spectively, of total manufacturing employment in 
the two ^rens. 
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lowed by an increasingly divergent move¬ 
ment during 1900-1950. (Here we 
are concerned primarily with intercounty 
differences, although the generally un¬ 
favorable trend in farm capital per work¬ 
er relative to the national average may 
be noted.) Thus, prior to 1900, today’s 
more industrial counties showed a tend¬ 
ency to have higher per worker farm 
capital and income than their less indus¬ 
trial neighboring counties, but this tend¬ 
ency was weakest in 1900. During the 
subsequent period of substantial indus¬ 
trial-urban development, however, this 
tendency had become much stronger 
than at any other time during the entire 
century. 13 To what extent can we attrib¬ 
ute the increasingly favorable position of 
the more industrial counties after 1900 to 
their more rapid rates of industrializa¬ 
tion? Before seeking to answer this ques¬ 
tion, let us consider the pre-industrial 
period 1860-1900 and particularly the 
extent to which today’s more advanced 
counties owe their superior achievements 
both agricultural and industrial to supe¬ 
rior “original” resource endowments. 

m. FACTOR ADJUSTMENTS IN THE PRE¬ 
INDUSTRIAL YEARS, 1850-1900 

Differences in “ original ” resource en¬ 
dowments .—Within both the Tennessee 
Valley and the Piedmont today’s more 
industrial counties had in 1860 an agri¬ 
culture with certain significant advan¬ 
tages over the agriculture of today’s less 
industrial counties. Among these advan¬ 
tages were superior “original” agricultur¬ 
al land, certain differential windfall gains 
from new cash crops, and higher rates of 
capital formation in agriculture. While in 
1860 today’s more industrial counties did 
not have any more total acreage of land 

13 For a discussion of tlie parallel pattern of con¬ 
vergence and divergence in the Piedmont, see Tang, 
op. cit ., pp. 85-90, 69-76. 


per farm (—.141), they showed in both 
areas some tendency to have more im¬ 
proved acreage per farm (.393) and a 
highly significant tendency to have a 
higher value per acre of farm land 
(.639**). In each area, there was some 
tendency for today’s more industrial 
counties to have in 1860 greater produc¬ 
tion per thousand acres of improved farm 
land of some major cash crop—cotton in 
the Piedmont, wheat (.816**) in the 
Tennessee Valley. This combination of 
superior “original” agricultural resources 
and greater suitability for a profitable 
new cash crop was capable of giving rise 
to important intercounty differences in 
capital formation within agriculture. 
Thus, in both areas in 1860 today’s more 
industrial counties had significantly more 
farm capital per worker (.488 *). 14 

The fact that in each area today’s 
more and less industrial areas showed 
certain significant differences in 1860 
may at first seem surprising. It should be 
remembered, however, that both areas 
were approaching the end of their first 
century of settlement, so that enough 
time had already passed for differences 
attributable to differential “original” re¬ 
source endowments to have become ap¬ 
parent. Initially, all counties had had a 
self-sufficing agriculture in a still largely 
unsettled and uncleared wilderness so 
that “original” differences in land pro¬ 
ductivity were of less importance. As 
time went on, however, those people who 
had settled in counties with less produc¬ 
tive land found themselves increasingly 
disadvantaged. Their continuing self-suf¬ 
ficiency perpetuated their economic and 
cultural isolation and made it difficult for 
them to finance out of agricultural sur- 

14 For the supporting data for the Piedmont, 
see Tang, op. cit., pp. 29-30, 87-88. Cf. my ar¬ 
ticle, “Some Foundations of Economic Develop¬ 
ment . . . op. cit., esp. Table 8 and pp. 293—302. 
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pluses the beginnings of local industrial 
development. Today’s more advanced 
counties, on the other hand, tended to 
have superior “original” agricultural re¬ 
sources and mineral resources (particu¬ 
larly iron ore). Their agriculture was 
capable of accommodating the use of 
large quantities of capital and was pro¬ 
ductive enough after such capital became 
available to finance some industrial de¬ 
velopment by 1860. As a consequence, 
there was already a significant tendency 
in both areas for today’s more developed 
counties to have a higher per capita 
value of commercial manufactures 
(.550*) than today’s less developed 
counties. 15 

Had the advantage of today’s more 
developed counties in terms of such in¬ 
dexes as per worker farm capital and 
gross farm income persisted during sub¬ 
sequent decades, we might settle the 
matter by simply attributing today’s 
wide farm-income differentials to differ¬ 
ences in “original” resource endowments. 
Instead, however, as we have already ob¬ 
served, there was in both areas a con¬ 
vergent movement in county indexes of 
per worker farm capital and gross farm 
income during 1860-1900. 

Equilibrating factor adjustments , 1860- 
1900 .—During the immediate post hel¬ 
ium decades, in which industrial devel¬ 
opment in both areas fell far short of 
keeping pace with national industrial 
development, important equilibrating 
forces seem to have been at work, making 
today’s more and less developed counties 
more alike than before. Thus, in both 
areas, today’s more advanced counties 
had significantly higher farm capital per 
worker in 1860 (.488*) but not in 1900 
(.344). 16 The convergence of gross farm 

15 Nicholls, “Some Foundations of Economic De¬ 
velopment ...,” op. tit., pp. 414, 281-86, and Tang, 
op. tit., pp. 57-60, 88. 


income per worker is less dear cut, espe¬ 
cially in the Tennessee Valley area, 17 but 
in 1900 today’s more advanced counties 
did not have per worker farm incomes 
significantly different (.185) from today’s 
less advanced counties in either area. 
Such convergent movements might have 
been brought about (a) under conditions 
of complete immobility of factors of pro¬ 
duction, if today’s more developed coun¬ 
ties had had sufficiently more rapid natu¬ 
ral population increase to have leveled 
down differences in per worker farm capi¬ 
tal or income; or (b) under conditions of 
sufficiently great mobility of the factors 
of production (particularly labor) to 
eliminate initial differences. 

Can the tendency toward convergence 
be explained by differentially higher 
rates of natural increase in the counties 
with superior “original” resources? The 
evidence supports a negative answer. In 
the Tennessee Valley at least, today’s 
more industrial counties already showed 
in 1850 some tendency to have lower fer¬ 
tility rates (—.374) and by 1880 the 
negative relationship had become statis¬ 
tically significant (—.426*). In both 
areas, there was also a slight tendency for 
today’s more industrial counties to have 
in 1850 smaller mean family size (— .229), 

16 For the Tennessee Valley area, after reaching 
a peak of .591** in 1870, this relationship steadily 
declined to .344 in 1900, when it was at its lowest 
level for the entire period 1850-1954. 

17 For the Tennessee Valley area, this relationship 
rose from .098 to ,417* during 1870-90, then fell to 
.185 in 1900, its lowest level during 1880-1954. 
During 1880-1900, the relative dispersion of this 
index (quartile difference divided by quartile sum) 
declined from .094 to .088 while, for the Piedmont, 
the coefficient of variation declined much more 
sharply from .207 to .094. For the latter area, the co¬ 
efficient of variation of per worker farm capital 
dropped from .265 in 1860 to .160 in 1900, but, for 
the Tennessee Valley, the corresponding coefficient 
increased from .206 to .297 (see Tang, op. tit., pp. 64, 
71, 86, 88; and Nicholls, “Some Foundations of 
Economic Development ...,” op. tit., Table 9, p. 
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although this tendency had by 1900 be¬ 
come stronger in the Tennessee Valley 
(— .394*) while being virtually eliminat¬ 
ed in the Piedmont. In any case, it is 
clear that the tendency toward conver¬ 
gence in per worker farm capital and in¬ 
come during 1850-1900 cannot be at¬ 
tributed to today's more developed coun¬ 
ties having had greater rates of natural 
increase than their less industrial neigh¬ 
bors. Hence, we must turn to the evi¬ 
dence on degree of factor mobility for an 
explanation. Throughout 1850-1900 in 
the Piedmont, today's more industrial 
counties showed some tendency to have 
lower net outmigration rates than to¬ 
day's less industrial counties. While the 
same was not true initially in the Tennes¬ 
see Valley, by 1890-1900 this tendency 
had become statistically significant 
(—.453*). As a consequence of the joint 
effects of differential rates of human fer¬ 
tility and migration, in both areas to¬ 
day's more industrial counties tended in 
1900 to have larger percentages of their 
male population in the productive age 
group 18-44 (.457*), although, in the 
Tennessee Valley at least, this tendency 
had become much weaker since 1860 
(.626**). 18 

We may therefore conclude that, in the 
absence of substantial industrial develop¬ 
ment during 1850-1900, the initial ad¬ 
vantages today's more industrial counties 
enjoyed in terms of superior “original" 
natural resources and differential wind¬ 
fall gains derived from profitable new 
cash crops did not suffice to prevent a 
significant reduction in, or even the elim¬ 
ination of, their initially favorable differ¬ 
entials in per worker farm capital and 
income. Instead, the indications are 
that during 1850-1900 there were in both 
areas long-run equilibrating factor ad- 

18 Nicholls, “Some Foundations of Economic De¬ 
velopment . . ., ”op. cit., pp. 415, 405-6, and Tang, 
op, cit., pp. 88,171. 


justments (particularly in labor) of suffi¬ 
cient magnitude to reduce very substan¬ 
tially any intercounty income differences 
which, had they persisted, might still 
have been plausibly attributed to differ¬ 
ences in “original" resource endowments 
alone. 19 It is against such a background 
that the subsequent divergence in per 
worker farm capital and income within 
each area must be viewed. 

IV. DIFFERENTIAL INDUSTRIALIZATION 
AND DIVERGENT AGRICULTURAL 

INCOMES, 1900-1950 

I have already noted that after 1900 
both the Tennessee Valley and Piedmont 
study areas experienced a substantial, 

19 In my analysis of the pre-1900 economic de¬ 
velopment of the Tennessee Valley, however, I did 
note certain cultural differences between today's 
more and less industrial counties which may have 
persisted throughout the century 1850-1950 and 
which may have had their roots at least partly in 
differences in “original” resources. Thus today's 
more industrial counties had initially enjoyed during 
1850-70 an ephemeral industrial development based 
on local mineral resources that played out, but per¬ 
haps not without leaving favorable local attitudes 
and entrepreneurial talents that encouraged and 
supported new industries as new opportunities arose 
after 1900. Similarly, even in their less prosperous 
days around 1900, today's more advanced counties 
had lower fertility rates and higher educational in¬ 
vestments per school child (.564* in 1850, .244 in 
1880, but .590** in 1900), which probably reflected 
somewhat superior total community resources and, 
probably more important, a continued belief in the 
importance of maintaining the “quality” of their 
population. As a consequence, they probably laid 
the groundwork for their subsequent industrial re¬ 
birth, which was based largely on outside rather 
than local capital and managerial resources (“Foun¬ 
dations of Economic Development. . . op. cit., 
pp. 413-15, 410-11) . 

It should also be noted that, in the Tennessee 
Valley area, the windfall gains which wheat brought 
to today's more advanced counties during 1850-70 
were ephemeral: interregional competition eventual¬ 
ly took its toll. In the Piedmont area, on the other 
hand, the initial windfall gains which the introduc¬ 
tion of cotton brought to today's more advanced 
counties were gradually spread (as happened during 
1920-40 with burley tobacco in the Tennessee Val¬ 
ley) to even the less advanced counties {ibid., pp. 
293-94, 415, and Tang, op. cit., pp. 35-36). 
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but highly uneven, degree of industrial- 
urban development and that during the 
same period intercounty differentials in 
per worker farm capital and income 
sharply increased. As Table 1 shows, 
while today’s more industrial counties did 
not in 1900 have significantly higher 
farm income per worker (.185) than their 
less industrial neighboring counties, by 
1940 they clearly did so (.678**), and in 
1954 this relationship stood at its highest 
level (.744**) in history. For either study 
area, the agriculture of today’s more ad¬ 
vanced counties—after starting on a 
nearly equal footing in farm income per 
worker in 1900—had forged increasingly 
far ahead of the agriculture of those 
neighboring counties which hail not en¬ 
joyed comparable industrial-urban de¬ 
velopment during the subsequent fifty- 
year period. 20 

Can we attribute these persistent and 
increasing intercounty differentials in per 
worker farm income after 1900 to differ¬ 
ences in county rates of industrial-urban 
development? Tang and I have both con¬ 
cluded that we can. Despite the fact that 
the period 1900-1950 saw a quickening 
of factor mobility, such resource adjust¬ 
ments no longer appear to have been as 
effective in dampening existing agricul¬ 
tural income differentials between coun¬ 
ties as they had been in the pre-industrial 
period. Apparently, the dynamic nature 
of industrial-urban development had a 
disequilibrating effect on farm incomes 
per worker which far more than offset the 
equilibrating effect of continued factor 
transfers during the more recent period 
of industrialization. Presumably, the. 
reason was that local industrial-urban 
development transmits its effects on 
local agricultural productivity and in¬ 
comes through its impact on local factor 
and product markets, which function 
more efficiently the greater the level of 
" Tang, op, cti., pp. (56-72. 


nearby industrial-urban development. 
Let us examine this basic hypothesis 
further, first with reference to the capital 
market and then with reference to the 
labor market. 

The impact of industriitlhath >n on She 
local capital market. One would expect 
that those counties which have since 
1900 enjoyed differentially greater indus¬ 
trial-urban development would, because 
of an initial influx of outside capital 
(most new industry was ho financed ! and 
subsequent growth of local employment 
and income, have shown increasingly 
greater hank deposits per capita an com¬ 
pared with those of the le-n developed 
counties. In both the Tetmdctci? Valley 
and the Piedmont, today’s ad 

vanced counties had as early as !‘*nt 
1905 significantly larger per capita fptt 
mary) hank deposits. For the Td>«rv«* 
Valley, this relationship was highly sig¬ 
nificant throughout 1‘rtHt PJS-t' },ut 
slightly weakened dating the lull" cm. 
tuty (.809** in !<««>, ,7tt** in jvsu) as 
the number and dipteral of bank s in the 
study area grew (Table .!), However, at 
in the Piedmont area, the absolute differ - 
ettcesin jmt capita bank drpo-.ib ;in con- 
stant prices) increased enormously as be¬ 
tween more and lest indnsttial counties 
of the Tennessee Valley (for example, in 
1926 prices, the interquartile range of 
per capita batik deposits for the twenty 
Tennessee Valley counties merry srd U<m 
$15 to$135during TWO P>5t>i, .Via con. 
sequence, the increasing advantage of the 
more rapidly industrial},ring counties in 
terms of volume of bank deposit* was 
presumably reflet ted, through the greu- 
er availability of agu, ulhiryl..refit', in 
higher rate of lapifal fniwytion in the 
nearby agriculture, 31 

m ttnd .pp, IJ.t 17, ‘JVltf ttritl nu f,i 
st»«. «..t|.tl(« U.mt.Mtt u, **;„,.»«•o* 

EtTc y ( 1,1 <" <»«*'*» ’ 

l “* n m 'ke few I nutUm, ,i 
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Of course, insofar as today’s more in¬ 
dustrial counties had higher rates of capi¬ 
tal formation in their agricultural sector, 
these higher rates might be in part at¬ 
tributable to inherently superior land re¬ 
sources. For example, the Tennessee Val¬ 
ley’s more developed counties already 
had in 1900 significantly higher per acre 
farm-land values (.627**). Furthermore, 
throughout 1900-1954, they maintained 
a strong relative advantage over the less 
developed counties in per acre yields of 
wheat, although the relative advantage 
in corn and oat yields which they enjoyed 
during most of 1900-1940 had been 


eliminated or substantially weakened by 
1954 (Table 2). These latter data suggest 
that, unlike in the Piedmont area, 22 those 
counties enjoying higher rates of indus¬ 
trial-urban development after 1900 at 
best maintained, rather than strength¬ 
ened, their favorable position in terms of 
crop yields. On the other hand, the Ten¬ 
nessee Valley’s more industrial counties 
did strengthen their already strong tend¬ 
ency to have higher per acre farm-land 

22 Ibid., pp. 142-44. In the Piedmont, Tang found 
that during 1900-1940 the industrial counties gained 
sharply on their less industrial neighbors in per acre 
yields of cotton, wheat, com, and oats. 


TABLE 2 

Coefficients of Rank Correlation between Per Capita Non-agricultural Payrolls, 1954, 
and Selected Indexes Related to Local Capital Market, Upper East Tennessee 
Valley Study Area, Selected Years, 1900-1954 a 


Item 

1900 

1910 

Per capita bank deposits. 

.809** 

.805** 

Per acre value of all farmland. 

.627** 

.561** 

Per cent of all farmland improved... 

.233 

.255 

Per acre yield: 

-.071 

.492* 

Wheat. 

.701** 

.486* 


.542** 

.550** 

Tobacco. 

-.030 

.161 

Per cent of gross cash farm sales: 
Tobacco. 

N.a. 

N.a. 

Livestock. 

N.a. 1 

N.a. 

Per farm acreage of all farmland.... 

.282 

.089 

Per farm total value of capital. 

.553** 

.441* 

Per farm man-years of labor input... 

.582** 

.501* 

Index of total inputs per farm. 

.673** 

.546** 

Per farm gross farm income. 

.283 

.463* 

Per farm net farm income.. 

N.a. 

N.a. 

Per worker total value of farm capital 

.344 

.387* 

Instructional expenditures per school 
child . 

.590** 

.559** 

Per cent of children 16-17 years old 
attending school. 

N.a. 

-.204 

Median years of school completed by 
persons 25 years old and over. 

N.a. 

N.a. 


1920 

1930 

1940 

1950 

1954 

.826** 

.779** 

.746** 

.729** 

.714** 

.722** 

.805** 

.773** 

.773** 

.792** 

.272 

.242 

.549** 

.516* 

N.a. 

.395* 

.441* 

.426* 

.226 

.063 

.593** 

.577** 

.763** 

.529* 

.787** 

.460* 

.456* 

.543** 

.503* 

.320 

.256 

-.308 

.247 

- .051 • 

-.236 

N.a. 

-.072 

-.418* 

-.603** 

-.632** 

N.a. 

-.004 

.312 

.580** 

.621** 

-.161 

-.233 

-.242 

-.234 

-.198 

.504* 

.633** 

.448* 

,559** b 

.651** 

.414* 

-.158 

-.609** 

— ,316 b 

-.386* 

.541** 

.359 

-.028 

,198 b 

.191 

.388* 

.418* 

.298 

.382* b 

.304 

N.a. 

N.a. 

.147 

. 182 b 

.039 

.484* 

.663** 

.808** 

,798** b 

.841** 

.719** 

.719** 

.740** 

.699** 

.714** 

-.406* 

-.134 

.585** 

.689** 

N.a. 

N.a. 

N.a. 

.790** 

.820** 

N.a. 


* Coefficients of correlation between county ranks in the particular index in each selected year and county ranks in 19S4 per capita 
non-agricultural payrolls. 

b The coefficients for commercial farms and part-time farms separately were: 


Per farm capital. 

Per farm labor. 

Index of total inputs per farm. 

Per farm gross income. 

Per farm net income .. 

Per worker farm capital. 


jmmcrcial 

Part-Time 

. 627 ** 

.812** 

.281 

-.674** 

.540** 

.100 

.479* 

.206 

.392* 

-.064 

.671** 

.800** 


* Significant to 5 per cent levd. 

** Significant to 1 per cent level. 
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values between 1900 (.627**) and 1954 
(.792**); and their initially weak tenden¬ 
cy (.233 in 1900) to have larger percent¬ 
ages of “improved” farm land had be¬ 
come significant by 1940-50 (.549** and 
.516*). Therefore, to a limited extent at 
least, the more industrial counties were 
apparently able to increase their rate of 
investment in their farm land more than 
the less industrial counties found pos¬ 
sible. While this fact was probably in 
part due to the greater ability of their 
farmers to finance their own improvc- 
ments because of a superior resource 
base, we have already seen that such su¬ 
periority was not sufficient in 1900 to 
give them a significant advantage in per 
worker farm income—the crucial vari¬ 
able so far as internal savings and capital 
formation are concerned. Hence, as in the 
Piedmont, their increasing rate of invest¬ 
ment in their farm land was primarily 
attributable to the greater availability 
of farm credit which accompanied nearby 
industrial-urban development and to the 
consequent more perfect functioning of 
local capital markets. 

It is also worth noting that industrial- 
urban development was in both areas as¬ 
sociated with new enterprise combina¬ 
tions in agriculture in which livestock 
products played an increasingly impor¬ 
tant part. In the Tennessee Valley, to¬ 
day’s more advanced counties did not 
derive larger proportions of their gross 
cash farm income from livestock in 1930 
(— .004) but showed a very strong tend¬ 
ency to do so by 1954 (.621**). During 
the same period, the more advanced 
counties—which in 1930 had not differed 
significantly in terms of the proportion 
of their gross cash farm income derived 
from the major staple cash crop, tobacco 
(— .072) had by 1954 become relatively 
far less dependent upon tobacco than the 
less industrial counties (- .632**). These 


sharp shifts in the relative importance of 
different farm products in the mom and 
less industrial counties undoubtedly re¬ 
flect not only (a) an increasing relative 
farm-labor scarcity (via improved labor 
markets) unfavorable to a labor inten¬ 
sive crop and (b) the improved local 
markets for livestock products created 
by nearby industrial-urban development, 
but also ( c ) concomitant improvement in 
the functioning of local capital markets 
by which extension of livestock enter¬ 
prises might be financed" 

What was the influence of industrial- 
urban development on the resources tin- 
puts) and income (output) of the average 
farm ('ruble 2)? In the Tennessee Valley, 
at no time during 1900 1954 did the 
average farms of the more developed 
counties have significantly different acre- 
ages of all farm land than those of the less 
developed counties. Indeed, over the 
fifty-year period, there wan some tenden¬ 
cy (primarily due to their more rapid in¬ 
crease in part-time farms) for the more 
developed counties to have average 
farms with Itss acreage than the average 
farms of the less developed month’*(the 
coefficient was JHi in p«w and J, H in 
1950). Furthermore, largely hr. an sc of 
the persistently higher land values in the 
more advanced counties, their average 
farms had throughout 1900 19S| 
cantly greater total farm taptt.d than 
those of the less advamed t ..unties, 
While this tendency weakened .omrwiut 
between 1000 (.553**, and !9J<j .;.|-}s*t, 
by 1954 it had reached it t highest jevrl 
(.651**). On the other hand, throughout 
1900 1951, the average farm .of the more 
developed counties had signrfn antly dif 
ferent man-years of labor input. from 

n !bU. t jt,r MM 9. 19il.tr in the V»t 

toy, however, m the I*ir.|.sw« the „ u ,,„ 
mtrn rather that. *«.!.«. u) M 
ofuKnKtcanttykM rrUdve m the 

ttoo tfte lent 
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those of the less developed comities. In 
the earlier years they showed a strong 
tendency to have more labor inputs 
(.582** in 1900), but from 1940 
(— .609**) on, the tendency was reversed 
due to the increasing relative importance 
of part-time farms in the averages. (For 
commercial farms only, the relationship 
in 1950 was still positive at .281.) 

To what extent are these contrary 
trends indicative of mere factor substitu¬ 
tion without scale adjustments? In other 
words, did the average farms of the more 
industrial counties simply use greater 
capital inputs to offset fewer labor in¬ 
puts, without increasing their total in¬ 
puts or value of output? To answer this 
question on the input side, I devised an 
index of total inputs (which may be 
viewed as a crude index of scale), based 
on the ranking of the sum of ranks of 
each county’s per farm capital and labor 
inputs. According to this index, the aver¬ 
age farms of today’s more industrial 
counties enjoyed a strong relative scale 
advantage in 1900 (.673**) which, as in¬ 
dustrialization proceeded with a con¬ 
comitant increase in numbers of part- 
time farms, had disappeared by 1940 
(— .028). Thereafter, there was a tenden¬ 
cy for the relationship to be restored, 
with the average commercial farms of the 
more industrial counties in 1950 employ¬ 
ing significantly larger total inputs than 
their counterparts in the less industrial 
counties (.540**). 24 

Alternatively, we may measure farm 
size by total value of output instead of 
total inputs. If we do, we find that, rela¬ 
tive to the average farms of today’s less 
industrial counties, the average farms of 

24 For a more detailed treatment of this matter 
of total inputs, see my most recent articles,*‘Indus¬ 
trial-Urban Development and Agricultural Adjust¬ 
ments . . .,” op. tit., pp. 139 and 141-42, and “Fac¬ 
tors Affecting Gross Farm Income . .. ,” op. tit., 
pp. 358-62. 


the more industrial counties showed a 
moderate tendency during 1900-1954 to 
have larger gross farm incomes. How¬ 
ever, this tendency did not become mark¬ 
edly stronger as industrialization pro¬ 
ceeded. Again, however, the reason 
would appear to be primarily the result 
of the depressing effects of the growing 
number of part-time farms in the indus¬ 
trial counties upon per farm averages. 
Thus, in 1950 (the only year in which 
commercial and part-time farms can be 
separately treated), the average commer¬ 
cial farms of the more industrial counties 
had significantly larger gross farm in¬ 
comes than those of the less industrial 
counties (.479*), whereas the average 
part-time farms did not (.206). These co¬ 
efficients may be compared with .283 for 
all farms in 1900. 

Nonetheless, it is evident that, wheth¬ 
er measured in terms of total inputs or 
total output, our indexes of average farm 
size (scale) are rather imperfect and are 
relatively insensitive to the effects of dif¬ 
ferential industrial development. The 
value of farm capital per farm worker, on 
the other hand, reflects very fully these 
effects. Thus, as we saw in Table 1, in 
1900 today’s more industrial counties did 
not have a significant larger amount of 
farm capital per farm worker than did 
today’s less industrial counties (.344). By 
1940, however, they showed a very 
strong tendency to do so (.808**) and 
maintained their advantage through 
1954 (.841**). These indexes strongly 
support the view that industrial-urban 
development was highly associated with 
relatively high capital-labor ratios in the 
agriculture of the Tennessee Valley as in 
Piedmont agriculture. 26 However, for 
both areas the weight of the evidence 
suggests that the strengthening of this 
association was much more the result of 

26 Tang, op. tit., pp. 126-28. 
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differentially greater reductions in the 
more industrial counties’ farm-labor in¬ 
puts (the denominator of the capital- 
labor ratio) than to differentially greater 
increases in their farm capital (the nu¬ 
merator). 26 Hence, the relative impact of 
industrial-urban development on the effi¬ 
ciency of local factor markets appears to 
have been greater in the labor market 
than in the capital market. 

Under such circumstances, a compari¬ 
son of the responses of commercial and 
part-time agriculture (possible only in 
1950) is instructive. In his Piedmont 
study, Tang concluded that the part- 
time sector was far more responsive to 
the positive income effect of local indus¬ 
trial development. This difference he 
attributed (a) to the greater ease in the 
more industrial counties of transferring 
underemployed farm labor to other em¬ 
ployment without appreciably changing 
total capital or output, part-time farms 
by definition being the principal bene¬ 
ficiaries; and ( b ) to the slowness and dif¬ 
ficulty with which the commercial farms, 
even in the more developed counties, 
were able to acquire additional land and 
other capital that might have justified 
the retention in agriculture of larger la¬ 
bor forces per farm. In the Tennessee 
Valley area, however, I found that the 
commercial farms responded favorably 
to local industrial development at least 
as well as neighboring part-time farms in 
terms of farm capital per worker, and 
considerably better in terms of total in¬ 
puts and income and per worker net farm 
income. The stronger response of com¬ 
mercial farms in the Tennessee Valley, 
as compared with commercial farms ixi 
the Piedmont, was, I concluded, due to 
a larger proportion of its commercial- 

26 Ibid., pp. 197-98; Nicholls, “Effects of Indus¬ 
trial Development.. . op. cit ., p. 1648. See below, 
p. 334. 


farm capital being agriculturally produc¬ 
tive, to its less imperfect capital markets, 
and to its greater availability of superior 
managerial talent. 27 

Finally, on the capital side, today’s 
more industrial counties in both areas 
have shown higher rates of investment in 
human beings than have their less indus¬ 
trial neighbors. In the Tennessee Valley 
area, educational outlays per school child 
were relatively greater in today’s more in¬ 
dustrial counties throughout the century 
1850-1950. However, between 1900 
(.590**) and 1920 (.719**), this tendency 
was strengthened somewhat and has 
been maintained to date. School attend¬ 
ance of children aged 16-17 in the more 
and less advanced counties was not sig¬ 
nificantly different in 1910 (-.204) but 
by 1920 was significantly less (—.406*) 
in today’s more advanced counties. How¬ 
ever, these initially adverse effects of in¬ 
dustrial development had been fully re¬ 
versed by 1950, when the more industrial 
counties had a very strong relative ad¬ 
vantage over their less industrial neigh¬ 
bors in both high-school attendance 
(.689**) and median years of school com¬ 
pleted by persons of 25 years of age or 
older (.820**). Thus, as in the Pied¬ 
mont 28 we find that industrial-urban de¬ 
velopment has been associated with rela¬ 
tively greater capital investment in the 
human agent—a factor clearly favorable 
to further economic development 
through its positive influence on both la¬ 
bor productivity and awareness of eco¬ 
nomic opportunities. 

Our findings on the capital market 
may be summarized as follows. Local in¬ 
dustrial-urban development, typically 
made possible by an influx of outside 

27 Nicholls, “Industrial-Urban Development and 
Agricultural Adjustments .. .,” op. cit., pp. 144-49. 
See below, pp. 334-36. 

28 Tang, op. ciL. pp. 138-41. 
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non -agricultural capital, increases local 
personal incomes and savings, and by 
increasing the total resources of local 
banking ami credit institutions redounds 
to the benefit of the nearby agriculture. 
Agriculture benefits directly from the 
consequent greater availability of capital 
which facilitates investments in land im¬ 
provement, the development of more 
profitable capital-intensive enterprises 
(particularly livestock), the raising of 
capital-labor ratios, and often an in¬ 
creased scale of farming operations as well 
■* -all of which increase farm incomes per 
worker relative to those in the less indus¬ 
trial-urban neighboring counties. Agri¬ 
culture also benefits indirectly from the 
effects of more adequate credit on the de¬ 
velopment of local firms serving agricul¬ 
ture as suppliers of farm-production 
goods and as purchasers of farm prod¬ 
ucts; and from the effects of an expand¬ 
ing tax base on the supply and quality of 
public services (education, roads, health, 
etc.) available to nearby rural people. 
The impmil 0 / inimtrudkatUm mi the 
load hthor market* In 1900 , todays 
more developed counties in the Tonnes * 
see Valley did not have a significantly 
smaller percentage of rural population 
than today's less developed counties 
( ,162), but from 1920 cm they showed 
a very strong tendency (-- , 884 ** in 
1950) to do so (Table 3). Even tit 1900, 
today's more developed counties strongly 
tended to have larger percentages of their 
total work force engaged in manufactur¬ 
ing (.635**) and smaller percentages in 
agriculture ( . 808 **). Thus these par¬ 
ticular indexes in 1900 had excellent pre¬ 
dictive value with reference to the rela¬ 
tive economic development of the several 
counties in the study area during the 
next half century, Nonet lieless, inter- 
county differences in these indexes were 
too small in 1900 to have much differen¬ 


tial effect on the nearby agriculture. Dur¬ 
ing 1900-1950, however, the interquar¬ 
tile range in percentage of manufacturing 
employment increased from 3.7 to 13.4 
and the corresponding range in percent¬ 
age of agricultural employment increased 
from 10.6 to 29.1. With these rapidly 
growing intercounty differences in rela¬ 
tive non-agricultural employment, the 
counties enjoying the most industrial- 
urban development have also in recent 
decades greatly increased their per work¬ 
er gross farm income relative to the 
counties which lagged behind. For the 
latter index, the interquartile range (in 
constant 1926 dollars) increased from $54 
to $259 during 1900 1950 and, by 1954, 
the tendency for today’s more industrial 
counties to have higher per worker gross 
farm incomes was very strong (.744**). 
The same was true for rural levels of 
living (.780**), 

By 1940, annual average earnings per 
worker in manufacturing and retail trade 
in the Tennessee Valley were $899 and 
$759, respectively, as compared with 
$440 gross farm income per worker in 
agriculture. Since* the latter figure in¬ 
cludes net returns to all factors of pro¬ 
duction in agriculture rather than labor 
returns only, an attempt was also made 
to estimate for 1940 the residual returns 
to the labor factor in agriculture. 20 For 
the twenty Tennessee Valley counties, 
the average net labor return per worker 
in agriculture was $270' less than one- 
third of the annual earnings per non- 
agricultural worker, Within the Tennes¬ 
see Valley (as in the Piedmont), todays 
more advanced counties in 1940 enjoyed 
relatively favorable labor returns in the 
nomagricultural industries and agricul¬ 
ture alike. For per worker annual earn¬ 
ings in manufacturing and retail trade, 

** The method used was the name m Tang*» {lhid H 
pp. 129*46). 
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the coefficients in 1940 were .629** (as 
compared with only - .056 in 1900) and 
.652**, respectively. For per worker 
gross farm income, the relationship was 
even stronger (.678**) but for per worker 
residual labor returns in agriculture the 
coefficient was considerably sma ller al¬ 
though still significant (.414*). 

It is worth noting that this relation¬ 
ship between net labor returns per farm 
worker and industrial-urban develop¬ 


ment was substantially weaker in the 
Tennessee Valley than in the Piedmont. 
Furthermore, for 1940 my estimates of 
net returns on all capital (land, service 
buildings, and non-real estate inven¬ 
tories) per $100 of capital indicated that 
in the Tennessee Valley the more indus¬ 
trial counties did not earn significantly 
different returns on their productive 
farm capital (.069) than did the less in¬ 
dustrial counties. In the Piedmont, on 


TABLE 3 

Coefficients of Rank Correlation between Per Capita Non-agricultural Payrolls 1954 
and Selected Indexes Related to Local Labor Market, Upper East Tennessee 
Valley Study Area, Selected Years, 1900-1954* 


Item 


Per cent of population: 

Rural. 

Rural-farm. 

Per cent of work force employed: 

Agriculture. 

Manufacturing. 

Per worker average earnings: 

Manufacturing. 

Retail trade. 

Per worker gross farm income. 

Per worker net farm income. 

Rural level-of-living index. 

Crude rate of natural increase.... 

Fertility rate. 

Average size of family. 

Net out migration rate, previou 

decade . 

Per cent of male population aged 1S- 

44. 

No. males per 100 females, aged 18- 
44. 


years worked off farm. 

Per cent of farms on all-weather) 

roads. 

Per cent of gross farm income from 
dairy, poultry, vegetables, and) 
horticultural specialties.... 


1900 

1910 

1920 

1930 

1940 

1950 

. - .162 

-.352 

-.627** 

-.678** 

-.553** 

-.884** 

N.a. 

N.a. 

N.a. 

-.773** 

—.816** 

—.808** 

-.808** 

-.816** 

-.792** 

-.785** 

-.806** 

-.816** 

.635** 

N.a. 

.852** 

.869** 

.836** 

.878** 

-.056 

N.a. 

.344 

.423* 

.629** 

.802** 

N.a. 

N.a. 

N.a. 

.356 

.602** 

.622** 

.185 

.313 

.186 

.438* 

.678** 

.624** b 

N.a. 

N.a. 

N.a. 

N.a. 

.586** b 

.633** b 

N.a. 

N.a. 

N.a. 

.564** 

.705** 

.729** 

—.456*° 

N.a. 

-.267 

-.669** 

-.578** 

.007 

- .426*° 

N.a. 

N.a. 

-.663** 

-.761** 

-.606** 

-.484* 

-.292 

-.382* 

-.562** 

-.468* 

-.744** 

* —.453* 

-.511* 

-.608 

-.783** 

-.528* 

-.902** 

.457* 

N.a. 

.418* 

.879** 

.828** 

.851** 

N.a. 

N.a. 

-.120 

.054 

-.575** 

-.708** 

N.a. 

N.a. 

N.a. 

N.a. 

.402* 

.599** 

N.a. 

N.a. 

N.a. 

.784** 

.325 

.391* 

N.a. 

N.a. 

N.a. 

N.a. 

.390* 

.481* 


1954 


N.a. 

-.828** 

N.a. 

N.a. 

.802** 

.531* 

.744** 

.375 

.780** 

N.a. 

N.a. 

N.a. 

N.a. 

N.a. 

N.a. 

.662** 

N.a. 

.558** 


b The coeffi £ients for commercial farms and part-time farms separately v 


Per worker gross farm income. 
Per worker net farm income... 


Commercial Part-Time 
.525* .738** 

.444* .531* 

# a «v^ t ^ er 'j np w tai \ t ,^^ exes Produced the following coefficients for all 
(net) labor returns per worker in agriculture 1940, .414*; 
847 S^ an net cash ln -c°mes (all sources), rural-farm families 1950, 

0 Data for 1880 rather than 1900. 

* Significant to 5 per cent level. 

** Significant to 1 per cent level. 

























INDUSTRIALIZATION AND AGRICULTURAL DEVELOPMENT 


455 


the other hand, the more industrial coun¬ 
ties strongly tended to have lower returns 
on their farm capital than did their capi¬ 
tal-poor, less industrial neighbors. While 
our estimates of net factor returns are 
very crude, these inter-area differences 
support the view that the Tennessee Val¬ 
ley had much less imperfect capital 
markets and somewhat less imperfect la¬ 
bor markets than did the Piedmont. 30 

In the previous section, we nonethe¬ 
less saw that the agriculture of the more 
industrial counties in both areas enjoyed 
a higher rate of capital formation and an 
increasingly favorable ratio of farm capi¬ 
tal to farm labor as compared with the 
agriculture of the less industrial coun¬ 
ties. In the present section, we have just 
seen that the agriculture of the more in¬ 
dustrial counties also enjoyed higher net 
returns to labor. If local labor markets 
had functioned perfectly, however, the 
direction and magnitude of movements 
of agricultural labor would have been 
such as to offset these differential rates 
of capital formation while narrowing, if 
not eliminating, the gap in net labor re¬ 
turns in agriculture. To what extent, and 
why, did local labor markets in the two 
study areas function less than perfectly? 

In any given county, the farm-labor 
force is a joint function of demographic 
characteristics (particularly fertility 
rates) and changes of residence and/or 
occupation. Let us look at the matter of 
demographic characteristics first (Table 
3). In recent decades, as one would ex¬ 
pect, the Tennessee Valley’s more indus¬ 
trial-urban counties had significantly 
lower crude rates of natural increase, 
lower fertility rates (—.606** in 1950), 
and smaller average family sizes 
(—.744**) than did its less developed 
counties. Such relationships might be 
expected to be the consequence of indus- 

80 Ibid., p. 133, and above, p. 331. 


trial-urban development. It is important 
to emphasize, however, that these inter¬ 
county differences clearly antedated the 
area’s modem period of industrial-urban 
development, hence may have been in 
considerable part cause rather than ef¬ 
fect of later differences in rates of eco¬ 
nomic progress. 31 

Because through higher fertility rates 
they historically kept the inflow of new 
persons into their population reservoirs 
at higher levels, today’s less industrial 
counties would have had to have higher 
outmigration rates than today’s more ad¬ 
vanced counties, even if the latter had not 
experienced any significant industrial- 
urban growth. Indeed, this appears to 
have happened during 1850-1900, with 
today’s more industrial counties having 
had sufficiently smaller outmigration 
rates (the coefficient for 1890-1900 was 
— .453*) so that in 1900 they did not 
have significantly greater per worker 
farm capital (.344) or per worker farm 
income (.185). Thus, in the pre-industrial 
period, local labor markets, though im¬ 
perfect, apparently sufficed to eliminate 
substantial intercounty differences in 
agricultural productivity and income. 
As today’s more advanced counties 
pulled ahead industrially during 1900- 
1950, however, increasingly great inter¬ 
county differences in outmigration rates 
were not enough to prevent their agricul¬ 
ture from also pulling ahead in per-work- 
er capital and income. For example, 
throughout 1900-1950, today’s more in¬ 
dustrial counties had significantly lower 
outmigration rates per decade—a rela¬ 
tionship that never fell below —.51* 
(1900-1910) and reached -.902** dur¬ 
ing 1940-50. Since it was not unusual for 
the least industrial third of the twenty 

81 See n. 18. For a more detailed analysis of popu¬ 
lation characteristics, see my article, “Human Re¬ 
sources and Industrial Development.. . op. cit., 
pp. 300 ff. 
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counties to lose over 20 per cent of their 
total populations per decade by net out¬ 
migration, it should be clear that out¬ 
migration alone can hardly be expected 
to bring about a general equilibrium in 
the area’s agricultural productivity and 
income. 

Since we have here been dealing with 
county rates of outmigration, however, 
the question still remains as to how much 
of the migration was internal to the study 
area and how much was from the area as 
a whole to other regions. That much was 
internal is shown by the fact that today’s 
more industrial counties showed an in¬ 
creasingly strong tendency to have larger 
proportions of their male populations in 
the most productive age group 18 
through 44. This tendency, unlike in the 
Piedmont, 32 was already significant in 
1900 (.457*). By 1940, however, it was 
highly significant in both study areas 
(.828** in the Tennessee Valley). That 
the more industrial counties have had 
larger proportions of their male popula¬ 
tions in the more productive years is, of 
course, a very favorable situation, re¬ 
flecting not only their lower fertility 
rates but the age-selectivity of their in- 
migration. 

. However, many outmigrants from in¬ 
dividual counties clearly moved beyond 
the study area to other regions in which 
economic opportunities were better. For 
example, in every decade during 1900- 
1950, the Tennessee Valley study area as 
a whole lost from 5 to 14 per cent of its 
population by migration to other areas. 
That increasingly these outmigrants 
from the study area were disproportion¬ 
ately male is shown by the fact that 
since 1940 today’s more industrial coun- 

“Tang, op. cit. } p. 171. Unlike in the Tennessee 
Valley, net outmigration rates in the Piedmont were 
not significantly different in today's more and less 
industrial counties during 1900-1920 although they 
were thereafter (ibid., p. 166). 


ties in both the Tennessee Valley and the 
Piedmont 33 had fewer males per hundred 
females in the age group 18-44 (—.708** 
in 1950)—a difference which can be ex¬ 
plained only by sex selection in migration 
patterns, with females more frequently 
migrating shorter distances from less to 
more industrial counties within the study 
area and males more frequently migrat¬ 
ing out of the area as a whole. 

In this connection, it is interesting to 
note that during 1940-50 both the Ten¬ 
nessee Valley and the Piedmont had in¬ 
creases in total real farm capital (in con¬ 
stant 1939 dollars) of 10 per cent but that 
the decline in farm-labor input was sub¬ 
stantially less in the Tennessee Valley 
(16 per cent) than in the Piedmont (35 
per cent). Since during 1940-50 the Ten¬ 
nessee Valley area had a net outmigra¬ 
tion rate (12 per cent) almost twice that 
of the Piedmont (7 per cent), it would 
appear that the reduction in the farm- 
labor force in the Tennessee Valley was to 
a much less extent the result of shifts to 
local non-farm employment within the 
area than of outmigration from the study 
area. While in both areas the counties less 
developed at the leginning of the decade 
1940-50 subsequently had significantly 
higher net outmigration rates (—.813** 
and —.641**, respectively), in the Ten¬ 
nessee Valley they also made relatively 
larger downward adjustments in their 
farm-labor force than did the more de¬ 
veloped counties (—.483*), whereas in 
the Piedmont the initially less developed 
counties at best matched those of the 
more developed counties (.034) in reduc¬ 
ing the farm-labor force. 34 

Despite such differences between the 
two study areas, it is clear that in both 

88 Ibid., p. 173. 

84 See my article, “Industrial-Urban Develop¬ 
ment and Agricultural Adjustments ... ” op. cit. % 
pp. 144,141,138, 
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areas the magnitudes of migration rates 
and reductions in the farm-labor force 
were very large. Nonetheless, in neither 
area was the outmigration of farm people 
(anti the influx of farm capital) sufficient 
to raise; returns to the human agent in the 
agriculture of the less industrial counties 
to a level comparable with that earned in 
the agriculture of the more industrial 
counties. Since both areas continued to 
be deficit areas in terms of non-agricul- 
tural employment, nearby job opportu¬ 
nities have been “rationed," in the sense 
that more farm people would shift to 
local non-farm jobs at prevailing wages 
if these jobs were available. In this ra¬ 
tioning process, industrial employers can 
find numerous rational reasons (apart 
from emotional ties) for giving local resi¬ 
dents some preference over long-distance 
commuters. Furthermore, the time and 
eost of commuting is in part a function 
of physical distance, a factor which is 
compounded by the typically poorer 
rural roads in the less develop'd counties. 
As late as 19S0, today’s more industrial 
counties in the Tennessee Valley hud sig¬ 
nificantly larger {terrentages of all farms 
on all weather roads (J91*), although 
their relative advantage had sharply de¬ 
clined since 1980 (.784**).“ 

Of course, as an alternative to com¬ 
muting long distances, farmers in the less 
develop'd counties can move to the more 
develop'd counties, but changes of occu¬ 
pation are much more difficult to effect 
if they also require changes of residence. 
Farm operators of the more industrial 
counties have found it jmssible to work 
relatively more of their time in off-farm 
work than those in the less develop'd 
counties (.402* in 1940, .662** in 1954). 
For such nearby farm ojierators, not only 
are the opportunities for off-farm work 
greater but the choice of off-farm em- 
* Tung, op. tU., pp. 100,154-58. 


ployment (since it involves no change of 
residence) is a much easier one to make, 
particularly in an area (such as the Ten¬ 
nessee Valley) where most farms are 
owner-operated. Despite his stronger at¬ 
tachment to the land, the owner-opera- 
tor of a small farm in a more industrial 
county can rather readily solve his prob¬ 
lem of underemployment (as can the 
members of his family) by shifting part 
of his labor to non-farm work—which 
may also supply an excellent source for 
self-financing of farm capital improve¬ 
ments—thereby raising his labor produc¬ 
tivity and income. Thus, unlike his coun¬ 
terpart in a less developed county, he can 
keep his small acreage and raise his com¬ 
bined income too. On the other hand, the 
farm tenant is not always as mobile as 
his more tenuous attachment to the land 
might suggest. This is especially true 
where (as in the Piedmont) not only are 
tenancy rates high but most tenants are 
Negro sharecroppers, because landlords 
commonly strongly discourage share¬ 
cropper families from engaging in off- 
farm work. In addition, if they are Ne¬ 
groes, they may have to resort to long¬ 
distance migration beyond the area if 
they are to overcome their agricultural 
underemployment.** 

In spite of such impediments to farm- 
labor mobility as high non-eccmomic val¬ 
uations placed on land ownership and the 
rigidities imposed by landlord-tenant re¬ 
lationships and race, it is dear that supe¬ 
rior non-farm employment opportunities 
in the more developed counties make for 
significantly more efficient labor mar- 

M/WcJ., pp, 162, 158,134-38, 177-90. Because of 
the much greater importance of tenancy ami Ne¬ 
groes in hi# study area, Tang has given much more 
attention to the effect* of both than 1 needed to. See 
also his recent article, "Kconomic Development and 
Changing Consequences of Race Discrimination in 
Southern Agriculture,” Journal of Pam Keonomks, 
U (December, 1959), 1113-26. 
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kets. As a consequence, local industriali¬ 
zation increases the actual or imputed 
cost of the human agent in agriculture 
toward (or, in the absence of job ra¬ 
tioning, to) the prevailing level of non¬ 
farm wages, in turn forcing those who re¬ 
main in agriculture to reorganize their 
farms to raise labor productivity enough 
to cover the higher labor cost. Such a 
reorganization may take one of two 
forms. 

First, as we have just seen, nearby un- 
economically small, full-time farms can 
become part-time farms without any in¬ 
crease in the amount of farm land or 
other capital (although self -fina ncing 0 f 
farm capital is also facilitated) if one or 
more members of the farm family tgT»>s 
off-farm employment. This adjustment, 
which is obviously easiest to effect, will 
tend to raise the productivity of the 
residual farm labor to the level in alter¬ 
native non-farm employment. Small full¬ 
time farmers in the less industrial coun¬ 
ties, on the other hand, lack both equal 
opportunities and comparable economic 
pressures to raise their productivity and 
incomes by part-time farming. Thus in 
both the Tennessee Valley and the Pied¬ 
mont the part-time farms of the more in¬ 
dustrial counties had in 1950 larger per 
worker farm capital (.800**), per worker 
gross farm income (.738**), and per 
worker net farm income (.531*) than did 
the part-time farms of the less developed 
counties (Table 2, nn. a and b; Table 3, 
nn. a, b, and c). In the Tennessee Valley 
the part-time farms of the more indus¬ 
trial counties strongly tended to have 
relatively larger capital inputs (.800**) 
per farm and, in both areas, relatively 
smaller labor inputs (—.674**) per farm 
than did those of the less developed coun¬ 
ties, but these differences were almost 
completely offsetting as far as average 
farm scale was concerned (Table 2, nn. a 


and b). For example, the part-time farms 
of the more and less industrial counties 
did not have significantly different total 
inputs (.100), gross farm income (.206), 
or net farm income (—.064) per farm! 
These findings indicate that, as far as the 
part-time sector was concerned, the more 
industrial counties of each study area en¬ 
joyed a strong advantage not only in 
farm-labor productivity but in the ratio 
of farm capital to farm labor—with the 
Tennessee Valley experiencing larger 
capital adjustments and smaller labor 
adjustments than the Piedmont-—but 
neither area made significant scale ad¬ 
justments in its part-time farms. 87 

The second type of economic reorgani¬ 
zation of farm firms resulting from local 
industrialization and its effects on farm- 
labor costs (and the availability of farm 
capital) is the enlargement of full-time 
farms, by which farm-labor productivity 
might again be raised enough to cover 
the increased opportunity cost of labor. 
In many instances, it may be possible to 
reorganize such full-time farms without 
enlargement of acreage or reduction of 
the farm-labor force. Since farm-land 
values may tend to be relatively high 
(although for quite different reasons) in 
both the more and less developed coun¬ 
ties, a solution involving more intensive 
land use will presumably be favored in¬ 
sofar as feasible in either setting. 

_ However, in the less developed coun¬ 
ties, the possibilities of intensive land use 
in any case will probably have been ex¬ 
hausted. Lacking both alternative local 
non-farm employment opportunities and 
adequate rates of intercounty labor and 
capital mobility, these less developed 
counties have large numbers of farm 
workers the alternative use value of 

* 7 Tang, op. cit., pp. 160-61, 204-7; and my ar¬ 
ticle “Industrial-Urban Development and Agricul¬ 
tural Adjustments ...,” op. cit., pp. 146-47. 
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whose labor locally approaches zero. As 
a consequence, they have probably bid 
up the local price of farm land to levels 
which produce no more than a very low 
residual contribution of labor to agricul¬ 
tural output. At the same time, they 
have probably concentrated on labor-in¬ 
tensive products (for example, tobacco or 
cotton) which, while using land inten¬ 
sively, require little non-real estate capi¬ 
tal, hence are associated with low farm- 
labor productivity. As we have already 
observed (Table 2), the less developed 
counties have shown an increasingly 
strong tendency to derive relatively 
larger shares of their gross cash farm in¬ 
come from tobacco (—.632** in 1950). 

In the more developed counties, farm¬ 
land values may also be high because of 
the greater competition for land for non- 
agricultural uses, again favoring farm en¬ 
terprises which demand intensive land 
use. However, full-time farms in such 
counties will probably have access to 
more non-real estate capital and more 
favorable local product markets, permit¬ 
ting concentration on other intensive 
farm products which will enable given 
farm labor to be more fully utilized while 
raising the productivity of labor to cover 
its locally higher opportunity cost. For 
example, it is significant in this connec¬ 
tion (Table 3) that in both study areas 
the more industrial counties derived sig¬ 
nificantly larger percentages of their 
gross farm incomes (cash and kind) from 
dairy and poultry products, vegetables, 
and horticultural specialties between 
1940 (.390*) and 1954 (.558**). 88 Being 
perishable, these products are probably 
more sensitive to local industrial-urban 
development than most other products. 

Finally, full-time farms may be reor¬ 
ganized by an increasing emphasis on 
farm enterprises (for example, hay and 

88 Tang, op . cit., p. 105. 


beef cattle) which make less intensive 
use of labor and more extensive use of 
land. In this case, a reduced farm-labor 
force and increased acreage (through 
consolidation of small farms) are required. 
Such adjustments are very difficult to 
make in the less developed counties un¬ 
less (as rarely happens) the rate of out¬ 
migration is sufficiently high to reduce 
substantially the pressure of the popula¬ 
tion on the local farm-land supply, farm¬ 
land values falling to levels which make 
economic the consolidation of the land by 
remaining farmers. Even then, lacking 
adequate access to capital, such commu¬ 
nity-wide economic reorganization of 
agriculture may not be possible in the 
less industrial counties. Even in the more 
industrial counties—despite more favor¬ 
able capital, labor, and product markets 
—economic reorganization involving 
land consolidation faces considerable dif¬ 
ficulties in view of increasing non-agri- 
cultural site values of farm land and the 
peculiar institutional barriers to the 
purchase of contiguous parcels of land. 
Nonetheless, one would expect a tenden¬ 
cy toward this type of reorganization of- 
full-time farms, particularly in the more 
outlying agricultural areas of the more 
industrial counties. 

In any case, with or without land con¬ 
solidation, the full-time (commercial) 
farms of the Tennessee Valley’s more in¬ 
dustrial counties had in 1950 larger per 
worker farm capital (.671**), per worker 
gross farm income (.525*), and per work¬ 
er net farm income (.444*) than did 
those of its less developed counties 
(Table 2, nn. a and b ; Table 3, nn. a , b, 
and c ). While the Tennessee Valley’s 
more industrial counties did not have 
significantly larger labor inputs per com¬ 
mercial farm (.281), they enjoyed sub¬ 
stantially larger capital inputs per com¬ 
mercial farm (.627**). As compared with 
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the commercial farms of the less devel¬ 
oped counties, those of the more ad¬ 
vanced counties showed larger “scale,” 
whether measured by total inputs 
(.540**), gross farm income (.479*), or 
net farm income (.444*) per farm. The 
commercial-farm sector of the Piedmont 
showed similar but somewhat weaker re¬ 
lationships. Hence, the commercial (full¬ 
time) farms of both areas responded sig¬ 
nificantly to local industrial-urban devel¬ 
opments. However, their response was 
somewhat greater in the Tennessee Val¬ 
ley, not only in terms of somewhat 
greater “scale” adjustments but through 
far greater increases in the ratio of capi¬ 
tal to labor, with much more substantial 
gabs b farm-labor productivity as a re¬ 
sult. While the more bdustrial counties 
of each study area enjoyed more efficient 
capital and labor markets, those of the 
Tennessee Valley showed the greater ad¬ 
vantage, perhaps because they had rela¬ 
tively fewer farm tenants, Negroes, and 
female manufacturing employees than 
the Piedmont. 39 

Elsewhere, I have shown that there was 
a much weaker tendency b the Tennessee 
Valley (.378*) than b the Piedmont 
(.540**) for per worker net farm bcome 
on part-time farms to be a larger percent¬ 
age of per worker bcome on commercial 
farms, the more bdustrialized the coun¬ 
ty. Despite this evidence of the greater 
relative befficiency of part-time far ming 
b the Tennessee Valley, the bclusion of 
non-farm bcome presents a much more 
favorable picture. Unlike b the Pied¬ 
mont, per capita non-agricultural pay¬ 
rolls (Table 3) were much more highly 
correlated with median net cash bcome, 
from all sources, of rural farm families 
(.847**), than with per worker net f arm 


bcome on all farms (.633**). 40 Appar¬ 
ently the effect of the lesser response of 
farm-labor productivity on the Tennes¬ 
see Valley’s part-time farms was more 
than offset by greater non-farm bcome 
and by a greater response b the labor 
productivity of its commercial farms. 41 

V. SUMMARY AND CONCLUSIONS 

The findbgs of our research at Van¬ 
derbilt on southern economic develop¬ 
ment and agriculture may be summa¬ 
rized as follows: 

1. Withb each area, today’s more b- 
dustrial counties had b 1850-60 an agri¬ 
culture with certab significant advan¬ 
tages over the agriculture of today’s less 
industrialized comities. Among these ad¬ 
vantages were superior “ori ginal ” agri¬ 
cultural land, certab differential wbd- 
fall gabs from new cash crops, and high¬ 
er rates of capital formation in agricul¬ 
ture. Under conditions of perfect factor 
immobility, such “origbal” differences 
might have sufficed to account for to¬ 
day s wide income differentials withb 
each study area. During the pre-bdus- 
trial years 1860-1900, however, these 
earlier btercounty differences—for ex¬ 
ample, b agriculture’s capital-labor ratio 
virtually disappeared. Our analyses 
thus indicate that, despite imperfections 
in the factor markets, there were suffi¬ 
cient factor transfers (particularly labor) 
to elimbate these bcome differences at¬ 
tributable to differences b “origbal” 
physical endowment. 

2. In 1900, today’s more bdustrial 
counties did not have significantly differ¬ 
ent levels of farm capital per worker or 
farm output per worker from today’s less 
bdustrial counties. By 1940, however 


. Nicholls, Industrial-Urban Development; 
Agricultural Adjustments ...” op. at.. dd. 145- 
and Tang, op. cit., pp. 201-4. 


40 The corresponding coefficients for the Pied¬ 
mont were .57** and .58**, respectively. 

41 Nicholls, ‘‘Industrial-Urban Development and 
Agricultural Adjustments . .. op. cit., pp. 147-48. 
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today’s more industrial counties had not 
only experienced differentially high rates 
of industrial-urban development but 
their agriculture also clearly enjoyed su¬ 
perior capital-labor ratios and higher 
farm-labor productivity. Although equi¬ 
librating factor transfers (as measured by 
relative rates of human migration) had 
meanwhile continued at substantial lev¬ 
els, these were obviously insufficient to 
prevent an increasing divergence in farm 
incomes and productivity between coun¬ 
ties within each area. Instead, our analy¬ 
ses strongly support the view that local 
industrial-urban development made an 
important positive contribution to the 
efficiency of the local factor and product 
markets, thereby greatly facilitating the 
transfer of excess labor out of agriculture 
and of needed capital into agriculture 
within the immediate environs of the 
growing industrial center. Counties lack¬ 
ing such dynamic conditions of industri¬ 
al-urban development were unable to 
hold their own through outmigration 
alone, even though such labor transfers 
had once sufficed to overcome income 
differences attributable only to “origi¬ 
nal” resource endowments. 

3. The period 1940-54 permits the 
acid test for our conclusion that local 
areas cannot, in the absence of the indus¬ 
trial-urban development enjoyed^ by 
neighboring areas, overcome their differ¬ 
ential disadvantage in farm incomes 
and productivity through outmigration 
alone. This most recent period provided 
not only sustained prosperity and full 
employment but conditions of war-in¬ 
duced resource mobility as well. The con¬ 
sequence was exceptionally high migra¬ 
tion rates, particularly for our less indus¬ 


trial counties. Yet, within each area, the 
more industrial counties have since 1940 
been able to maintain most if not all of 
their relative advantage over the less 
advanced counties in per worker farm 
capital and farm output. Thus the ability 
of the more industrial counties to offer 
redundant farm workers a change of oc¬ 
cupation without necessitating a change 
of residence was of paramount impor¬ 
tance. 

While our research at Vanderbilt has 
been applied to relatively small, homo¬ 
geneous areas, I believe that its policy 
implications 42 have considerable rele¬ 
vance to the problems of much larger un¬ 
derdeveloped regions or countries (Brazil 
is a paramount example). First, industri¬ 
al-urban development offers the major 
hope for solving the problem of low agri¬ 
cultural productivity, once prior prob¬ 
lems of an inadequate food supply have 
been met. Second, insofar as it is not in¬ 
consistent with fundamental economies 
of location and scale, the more widely 
dispersed such industrial-urban develop¬ 
ment, the more generally can agricul¬ 
tural productivity be increased. Final¬ 
ly, particularly for these areas which lack 
the attributes required for sound indus¬ 
trialization, public policy must provide 
for facilitating farm-labor and farm-capi¬ 
tal mobility at rates far in excess of those 
which can be expected under complete 
laissez faire. 

42 For a broader and more detailed translation of 
our researc h findings into policy recommendations 
for solving tbe low-income problems of the whole 
southern region of the United States, see my recent 
book, Southern Tradition and Regional Progress 
(Chapel Hill: University of North Carolina Press, 
1960), pp. 164-76. 
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could undoubtedly dispatch her native son much 
more impressively in material terms. In the realm 
of the spirit, however, the native son might take 
a whirl or two in his grave at the lurking suspi¬ 
cion that his minister, secretly harboring integra- 
tionist sentiments, ought to have a “hole in the 
head” If the material accoutrements of a decent 
burial today bear the label, “Made in the South,” 
so does the tradition which still keeps our de¬ 
parted Georgian a Rebel beyond the grave. Thus, 
do times change yet remain the same. 

The struggle between Old South and New 
South is nothing new; it dates at least from early 
Reconstruction days. In fact, it is ironic that two 
great Southerners who shared the common family 
name of Page should have personified so well the 
opposing forces of this struggle. Edwin Mims 
compared the two as follows: 

[Thomas Nelson Page] was distinctly a roman¬ 
tic, looking back upon a vanished age which for 
him had many of the characteristics of a golden 
age; [Walter Hines Page] was a critic, seeing with 
clear eyes the shortcomings of his people, and 
attacking with brave heart the barriers that ham¬ 
pered them in their struggle toward a more pro¬ 
gressive life. One was a [Virginia] aristocrat, fully 
conscious of the charm and prestige of the aris¬ 
tocracy whose traditions he had inherited; the 
other was a [North Carolina] democrat, believing 
in the possibilities that lay in the training of the 
backward people of the South, for to him democ¬ 
racy was not simply a theory of government but a 
state of society in which all men might find the 
opportunity for the development of their distinc¬ 
tive talents. 3 

To be sure, Mims was not an unbiased observer. 
He not only favored Southern industrial develop¬ 
ment but hailed (Preface, p. vii) the “veritable 
war of liberation.... against the conservatism, 
the sensitiveness to criticism, the lack of freedom 
that have too long impeded Southern progress.” 
Thus, he firmly aligned himself with the critics 
of the Old South and the proponents of the New 
South—from Henry Grady, Gen. Daniel Harvey 
Hill, and Walter Hines Page through Ellen Glas¬ 
gow, Howard W. Odum, and Rupert B. Vance to 
W. J. Cash, Harry S. Ashmore, and James Mc¬ 
Bride Dabbs. 

However, the essential accuracy of Mims , 

3 Reprinted from Edwin Mims, The Advancing 
South (Garden City, N. Y.: Doubleday and Com¬ 
pany, 1926), p. 24. By permission of Doubleday & 
Co., Inc. 


characterization of the traditionalist position can 
be clearly demonstrated from the writings of those 
most faithful to the Old South—from Thomas 
Nelson Page to and beyond the Vanderbilt 
Agrarians 4 —who left no doubt whatsoever as to 
where they stood. Thus, they were satisfied with 
developing nothing less than a positive defense 
(as their forebears had once done for slavery) oi 
the Southern agrarian-aristocratic tradition in all 
of its aspects. To them the fundamental cause of 
the Civil War was the fact (Frank L. Owsley) 
that “the North was commercial and industrial, 
and the South was agrarian. The fundamental 
and passionate ideal for which the South stood 
and fell was the ideal of an agrarian society.” 
The Agrarians deplored this triumph of indus- 
tralism over agrarianism and added (in Donald 
Davidson’s words): “What was worse for the 
nation [the South] lost the peace—first in the 
Reconstruction, second by temporarily conform¬ 
ing, under the leadership of men like Walter H. 
Page and Henry W. Grady, to hew South’ doc¬ 
trines subversive of its native genius.” Unlike the 
North, wrote John Crowe Ransom, “The South 
never conceded that the whole duty of man was 
to increase material production, or that the index 
to the degree of his culture was the volume of his 
material production.” Thus, they rejected the 
values of industrialism, which “is an insidious 
spirit, full of false promises and generally fatal 
to [tradition].” 5 

Given the shallowness of Southern thinking of 
their times, the advocates of both New and Old 
South frequently showed great courage in the 
vigor and forthrightness with which they ex¬ 
pressed their views. However, since it took more 
courage to be a rebel than a Rebel in the South, 
it was not uncommon for the proponents of the 
New South to seek escape from a hostile environ¬ 
ment by self-exile or even suicide.® Fortunately, 

4 Since the hard core of Vanderbilt’s Agrarians 
was in the University’s Department of English, of 
which Professor Mims was long Chairman, his 
progressive views were probably the prime if un¬ 
named target of his agrarian colleagues. 

6 Quoted from Twelve Southerners, I’ll Take 
My Stand (New York: Harper and Brothers, 1930), 
pp. 69, 52,12, and 15. By permission of Harper and 
Brothers. 

6 As V. O. Key, Jr. {Southern Politics [New 
York: Alfred A. Knopf, 1949], p. 664) has observed: 
“A depressingly high rate of self-destruction pre¬ 
vails among those who ponder about the South 
and put down their reflections in books. A fatal 
frustration seems to come from the struggle to find 
a way through the unfathomable maze formed by 
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in recent decades the fact of Southern industrial- 
urban development has gradually reinforced the 
voices of the New South and has at least reduced 
the region’s intolerance of dissenters from Old 
South traditions. Nonetheless, I shall seek to 
demonstrate that, insofar as the New South hap 
made material progress, it has done so in spite of 
strongly inhibiting social, political, psychological, 
and philosophical elements in the Old South’s 
cultural heritage. I shall also argue that, if the 
transition from the Old South to the New South 
is to be completed, many of those still-strong 
qualities of mind and spirit which have made the 
South distinctive must largely disappear. 

With such an immodest objective in mind, I 
shall find myself compelled not only to invade the 
normal preserve of the other social sciences but 
must even project myself further into the un¬ 
certain realm of philosophy and ethics. Hence, 
my findings may too often appear to be impres¬ 
sionistic and subjective rather than solid and 
scientific. If so, given the paramount importance 
of the problem at hand, I shall not apologize. 
Rather, I shall hope that my analysis, with all its 
faults, will make Southern economists and busi¬ 
ness^ leaders more aware of the non-economic 
barriers to Southern economic progress; that it 
will stimulate other social scientists (not to men¬ 
tion humanists and philosophers) to bring to 
bear more fully and effectively the insights of 
their particular disciplines upon these vital mat¬ 
ters; and that it will help the intelligent Southern 
layman to perceive and to resolve in his own mind 
any inconsistencies between traditional values 
and the will to progress. 


not hesitate to demand that Southerners ought to 
reject material progress and hold fast to the old 
traditions. As a social scientist , I must exercise 
more self-discipline. To be sure, I shall not be 
able to avoid making important value judgments 
But, for this very reason, I am obligated to make 
explicit my own value premises, the most impor¬ 
tant of which may be stated as follows: (1) I 
favor the achievement of sufficient additional 
Southern economic progress to eliminate inter¬ 
regional differences in per-capita real incomes; (2) 

I believe that further industrial-urban develop¬ 
ment of the South is not only essential but that it 
inevitably means the destruction of many of the 
Southern traditions which your ancestors and 
mine held dear; and (3) forced thereby to make a 
choice, I prefer that the South seek further ma- 
teriai progress even at the cost of abandoning 
these traditional values. Even so, as economist 
I cannot appropriately say that Southerners ought 
to want higher per-capita real incomes or that 
they ought not give the non-economic elements of 
the Southern tradition a higher priority than 
material progress. Nor can I, as economist, say 
that those who would put the preservation of 
certain Southern traditions first are “wrong” and 
that l am “right,” since here we are in the extra- 
scientific realm of philosophy and ethics. Instead 
as economist, I must state my problem in the 
following terms: if a majority of Southerners 
(here an unrepressed bias in favor of democracy 
remains) want as their foremost objective to 
achieve higher per-capita real incomes, what are 
the barriers to and means of attaining this social 
end? 


ii- THE economist and the peoblem of value 

Go put your creed into your deed, 

Nor speak with double tongue. 

Ralph Waldo Emerson, Ode, Concord 

Having no professional obligations to separat 
values from analysis, the Southern Agrarian 
usually minced no words in arguing that th 
South could not industrialize and urbanize with 
out destroying distinctly Southern traditiom 
which they valued above al l else. Hence, they die 

tradition, caste, race, poverty.” Cf. W. J. Cash’! 
strangely prophetic eulogy of Clarence Cason 
whose suicide Cash attributed to fear of the 
nercely hostile attitude which he knew would re- 
book critical of the 

de^Oit^V'v^’ T^Mmd ofthe South [Gar- 
aen Uity, N. Y.: Doubleday & Co., 19561 d 327 
Copyright 1941 by Alfred A. Knopf; Inc ) ’ 


But why, some may ask, be such a purist? 
Didn’t the Agrarians demand that means be 
found to help “the little agrarian community 
resist the Chamber of Commerce of its county 
seat ’ and “to stop the advances of industrialism, 
or even undo some of them”?? Would more than* 
a tiny minority of Southerners still accept such 
romantic, nostalgic, and even utopian views to¬ 
day? Isn’t it clear that the South’s rapid economic 
progress of recent decades has not only further 
weakened the hold of tradition but has become 
the primary social goal of most Southerners? 

In reply I must admit that until recently any 
re-examination of Southern Agrarianism would 
have look ed like flogging a dead horse. However, 

7 By permission from Twelve Southerners, on. 
at., pp. xix, xx. ’ F 
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the current crisis surrounding school desegrega¬ 
tion has revealed that, even though the old gray 
mare of Southern tradition “ain’t what she used 
to be/’ she is still “alive and kicking.” These 
more recent equine convulsions may represent 
either the death throes preparatory to Ashmore’s 
“Epitaph for Dixie” or the renaissance of the 
traditional Southern values which some latter- 
day sectionalists still demand. Lest we under¬ 
estimate the strength of tradition, however, let 
us recall Edwin Mims’ words of 1926. After hail¬ 
ing the South’s “remarkable industrial develop¬ 
ment, [and] an even more important and signifi¬ 
cant intellectual renascence,” Mims tempered his 
optimism with a comment that has a familiar 
ring today: 

The stage seems all set for wonderful progress; 
the obstacles seem to be removed; and then some¬ 
thing happens; there is a resurgence of the old 
reactionary spirit, policies, and ideas. And in some 
respects the South looks worse . . . than it has 
looked at any time within the last decade or more. 8 

In any case, whether one views the South’s cur¬ 
rent convulsions with hope or alarm, a diagnosis 
of the causes is vital to understanding why the 
South has lagged behind in economic develop¬ 
ment and why its further progress is fraught with 
extra-economic impediments. 

For this purpose, I find the Vanderbilt Agrari¬ 
ans more useful than their more moderate succes¬ 
sors. 9 To be sure, it is easy to give the Agrarians 
a place of prominence greater than they de¬ 
serve, since they were always a small voice, little 
heeded even in their own environs. However, 
because their views were both extreme and ex¬ 
plicit, the Vanderbilt group did place in bold 
relief important elements of the Southern tradi¬ 
tion. Being more literate and articulate than most 
Southerners of conservative persuasion, yet giv¬ 
ing their emotions free rein, this group’s views 
offer relatively faithful (if highly intellectualized) 
reflections of some of the more broadly held tra¬ 
ditional values which interest us here. Being 
innocent of social science, though hating the 
“sociologist” with a purple passion, they also 
offer an excellent example of (in Ashmore’s 

8 By permission from Mims, op. cit ., pp. vii and 
9. Cf. Howard W. Odum, op. cit., pp. 211-13. 

9 For example, the Fourteen Southerners who 
contributed essays to Louis D. Rubin, Jr., and 
James Jackson Kilpatrick, Editors, The Lasting 
South (Chicago: Henry Regnery Co., 1957). Copy¬ 
right 1957 by Henry Regnery Company. 


words) “the Southerner’s remarkable capacity 
for unreality, which still enables him to hold out 
against the logic of argument and of events.” 10 
Particularly were they unrealistic in choosing 
traditional values over material progress without 
considering the relative costs of the alternatives. 
While the social scientist cannot properly say 
which alternative Southerners should choose, it 
is within his special competence to indicate the 
nature and extent of the costs which Southerners 
must weigh if their choice is to be rational and 
well-informed. 

Less frequently, apparently seeking to broaden 
their appeal, the Vanderbilt Agrarians became 
even more unrealistic in implying that the preser¬ 
vation of Southern tradition was not inconsistent 
with achieving at least a modicum of material 
well being, although they carefully avoided saying 
for whom and for how many. Thus, in this more 
persuasive mood, John Crowe Ransom wrote: 
“The South must be industrialized—but to a 
certain extent only, in moderation... it will be 
fatal if the South should conceive it as her duty 
to be regenerated and get her spirit reborn with a 
totally different orientation toward life.” 11 Here, 
however, the Vanderbilt Agrarians offended less 
than some of their own successors or even their 
more recent antagonists. Repeatedly, one finds 
both of the latter groups saying in effect what 
Rubin recently wrote: “The South must find a 
way to control industrialism, to admit it only on 
the South’s own terms.” 12 To be sure, the very 

10 Quoted by permission from Harry S. Ashmore, 
An Epitaph for Dixie (New York: Norton & Co., 
1957), p. 19. 

11 By permission from Twelve Southerners, op. 
cit., p. 22. In what was in many ways a sequel to 
Pit Take My Stand (Herbert Agar and Allen Tate, 
Editors, Who Owns America? [New York: Hough¬ 
ton Mifflin, 1936]), Ransom added with a touch of 
good humor (p. 190): “The Agrarians have been 
rather belabored ... as denying bathtubs to the 
Southern rural population. But I believe that 
they are fully prepared to concede the bathtubs.” 
In the later book, however, the Agrarians appear 
to have conceded much more. Whereas the earlier 
book had been full of uncritical praise of essen¬ 
tially aristocratic values, strongly smacking of the 
big planter class, the later book presented a po¬ 
litical program whose hero was explicitly the small 
yeoman farmer, their views having meanwhile 
taken on strong overtones more congenial with 
the agrarian radicalism of the old Southern Popu¬ 
list movement. 

12 Quoted by permission from Rubin and Kil¬ 
patrick, op. cit., p. 15; cf. Walter Sullivan (ibid., 
pp. 118-19), Ronald F. Howell (ibid., pp. 161-62) 
and James Jackson Kilpatrick (ibid., pp. 192-93). 
On the other side, cf. the similar views of Odum 
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lateness of the South’s economic development 
offers a real opportunity to avoid some of the 
excesses of Northern industrial-urban growth and, 
with proper foresight and planning, the South 
can still do so. But it is unrealistic to argue, as 
most lay writers (both conservative and progres¬ 
sive) have tended to do, that the South can some¬ 
how eat its cake and at least have bread too. 
Rather, the social scientist can appropriately 
insist that the South cannot have it both ways— 
that is, that fundamentally a choice between the 
values of agrarianism and industrialism (however 
painful and unpleasant it may be) must be made. 

So much said, I now turn to the heart of my 
analysis. What are the key elements in the dis¬ 
tinctively Southern tradition, way of life, and 
state of mind which have hampered economic 
progress? 


m. TRADITION AS A BARRIER TO PROGRESS 

. . the South once took a great tradition and 
made it a hitching-post instead of a steppingstone. 
—Dykeman and Stokely, Neither Black Nor White 

In its recent advertisements, the Southern 
Company has declared: “The march has just 
begun! The last half of the twentieth century 
belongs to the South!” Whether or not such 
extravagant claims are possible of fulfilment is 
still unsettled. To the extent that the South stiff 
belongs to the nineteenth century, it must fail to 
make its full and wholly realizable blA-im to the 
twentieth. Hence, let me attempt to summarize 
briefly here my analysis of those elements in the 
Southern tradition which have seriously impeded 
its economic progress. The list is long but can be 
classified for convenience into five principal cate¬ 
gories: (1) the dominance of agrarian values, (2) 
the rigidity of the social structure, (3) the un¬ 
democratic political structure, (4) the weakness 
of social responsibility, and (5) conformity of 
thought and behavior. 13 

First, what were the effects of the dominant 
agrarian values in the Southern heritage? Early 
American tradition com bined the philosophy of 

PP* ^ 55 ~ 57 > 225-29), Cash (op. cit. dd 
and James McBride Dabbs 

Efi*? 96 ’ N New York: Alfred A. 
Knopf, 1958, p. 169 et seq .). 

13 Each of these categories is treated in detail 
as a separate chapter of my book, Southern Tra- 
^onand Regional Economic Progress (Chapel 
Chs : Umv * of Nortl1 Carolina Press, 1960), 


agrarianism with a strong spirit of progress. The 
South embraced agrarianism but, given its bur¬ 
geoning system of slavery and plantation, lost 
interest in progress even with reference to agri¬ 
culture. Increasingly, in ante-bellum days, the 
South’s dominant agrarianism took the form of a 
positive antagonism toward industrial-urban de¬ 
velopment as an inferior way of life. With defeat 
and Reconstruction, the South’s agrarian philoso¬ 
phy first came into serious question but the 
region s frenzied efforts to industralize produced 
only modest results, so that the traditional 
agrarian values were ultimately reinforced and 
largely restored to a position of dominance. As a 
consequence, agrarianism impeded balanced and 
broadly-based regional economic progress in the 
following ways: (1) It created an agrarian-oriented 
scale of social prestige, which has directed a dis¬ 
proportionate share of the South’s indigenous 
capital into agricultural rather than business 
assets and too much of its superior human talent 
into non-business fields. (2) It insulated the large 
planter from competing economic forces , which 
otherwise might have weakened his excessive 
social, political, and economic hold upon his local 
community. (3) It perpetuated a strong love of the 
land and outdoor life , which has discouraged hu¬ 
man mobility and created a belief that South¬ 
erners are unsuited for the discipline of the factory 
system. (4) It made a tradition of leisure , which 
has discouraged economic enterprise on the part 
of the wealthy class and has produced, and even 
given sanction to, laziness and lassitude on the 
part of poor whites and Negroes. 

Second, what were the effects of the South’s 
rigid social structured The Revolution largely 
ended the tendency in America to take over the 
British system of large landholdings and a socio- 
politically dominant landed aristocracy. How¬ 
ever, the British pattern, already firmly estab¬ 
lished in the Southern Tidewater in colonial 
days, became the model for a new planter aris¬ 
tocracy which waxed fat on the rich new combina¬ 
tion of cotton, slavery, and plantation after 1800. 

The consequence was an environment unusually 
favorable to the perpetuation of a carefully strati¬ 
fied rural society in which first the Negro, and 
later the typical white, had his place. Whereas 
the rest of the United States largely rejected the 
“aristocratic ideal” derived from England, the 
South took it over as a major element in its value 
system. As in England, the new Southern aris- 
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tocracy at its best accepted noblesse oblige, which, 
made the social system sufficiently attractive to 
win rather general acceptance by the masses of 
yeoman farmers and poor whites. 

However, the net effects of this rural social 
structure on regional economic progress were dis¬ 
tinctly unfavorable for the following reasons: (I) 
The u aristocratic ideal" was seriously corrupted 
through its association with the positive defense 
of slavery before the War and with “white su¬ 
premacy” after the War. (2) The spirit of extreme 
individualism became increasingly dominant over 
noblesse oblige, so that the aristocrat increasingly 
held that his less fortunate neighbors were wholly 
responsible for themselves rather than being 
either his responsibility or a product of the social 
system. (3) There was an abnormal subordination 
of the Southern rural middle class, which was un¬ 
able to contribute nearly as much to the demo¬ 
cratization and economic development of its 
region as did its counterpart in the other Amer¬ 
ican regions. (4) The South took on a backward - 
looking, pessimistic, and static outlook which was 
the natural product of its status society as the 
region emerged from the ordeal of military defeat. 
(5) The South's upper classes came to accept a# 
normal and inevitable socio-economic arrangements 
based on a disproportionate number of low-income 
people, arrangements made tolerable to lower- 
income rural whites by a social structure which 
at least clearly supported their claims to superi¬ 
ority over the Negro race. (6) The relatively rigid, 
rural social substructure gave little ground before 
the development of Southern cities which, despite 
their more fluid social substructures and their 
growing urban middle classes, were handicapped 
by inadequate growth rates and a discriminatory 
political structure. 

Third, what of the effects of the South’s un¬ 
democratic political structure? Early interregional 
conflicts of economic interests over the tariff and 
slavery formed the political basis for the South’s 
sectionalism and ultimately civil war. During 
this period, a relatively small minority of large 
slaveholders were not only able to persuade most 
of their white neighbors to take up arms in de¬ 
fense of slavery but also succeeded in defeating 
the threat of post-bellum agrarian radicalism by 
raising the battle-cry of white supremacy. The 
consequence was a monolithic political structure, 
based on the overriding end of maintaining white 
supremacy whatever the cost, which has seriously 


impeded regional economic progress in the fol¬ 
lowing ways: (1) It embodied a blind sectionalism 
which has encouraged the trend toward coercive 
federalism, instead of a healthy federalism under 
which the nation’s resources might be used to 
promote greater regional balance in economic de¬ 
velopment. (2) It embraced a negative and de¬ 
fensive states'-rights doctrine which, being too 
narrowly based on considerations of race, has 
offered a serious political impediment to much- 
needed Federal grants-in-aid to the low-income 
South. (3) It was based upon a narrow electorate , 
reflecting not only restrictions on the suffrage of 
most Negroes and many whites but also low 
voter-participation rates attributable to a one- 
party system and the generally low educational 
and income status of much of the citizenry. (4) 
Consequently , it gave a disproportionate political 
influence to black-belt whites relative to Negroes 
and low-income rural whites. (5) It insulated rural 
political leaders from the political counterforces of 
Southern industrial-urban development, because of 
the general failure of legislatures to reapportion 
legislative districts in response to radical rural- 
urban population shifts. (6) It perpetuated political 
control by a coalition of economic conservatives and 
racial extremists, who continue to use racial an¬ 
tagonism as a means of maintaining the status 
quo against the liberalizing influences of the new 
social forces abroad in the South. 

Fourth, what were the effects of the weakness 
of social responsibility in the Southern tradition, 
particularly as reflected in inadequate support for 
public-school education? Even before the Civil 
War, the development of public-school systems in 
the South was severely handicapped by the pref¬ 
erence of the dominant planter class for private 
schools and the general view that public schools 
were “schools for paupers.” While Reconstruc¬ 
tion brought a partial social revolution which for 
the first time established a sound basis for the 
public financing of common school systems in the 
South, the indifference or even antagonism of the 
dominant socio-economic class seriously inhibited 
the general advancement of public education. At 
the same time, this same dominant class has 
allowed its self-interest in perpetuating a cheap 
labor supply to override any feeling of general 
social responsibility for the economic develop¬ 
ment of the local community. 

This weakness of social responsibility on the 
part of the South’s traditional socio-political 
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leadership has been a formidable barrier to re¬ 
gional economic progress in several ways: (1) 
1 1 has kept the masses of Southern people, white and 
Negro, in relative ignorance in a world in which 
knowledge and s k ills are increasingly the key to 
both personal and social betterment. (2) It has 
led responsible political leaders to propose abolition 
of public schools as a solution to the school-inte¬ 
gration controversy, without regard for the edu¬ 
cational needs of the vast majority of their people 
or for the effects on concurrent industrialization 
campaigns. (3) It has caused large planters and the 
managers of heal low-wage industries to appose 
measures to facilitate outrmigration and heal indus¬ 
trialization, despite the general community in¬ 
terest in such developments. (4) It has encouraged 
a continued belief that the South’s low-income people 
are poor became they are innately inferior, rational¬ 
izing a policy of inaction toward the improvement 
of schools and other public services and the at¬ 
tainment of a more efficient and equitable social 
and economic organization. (5) It has resulted in 
ho easy an approval of the recent high out-migration 
rates by Southern Negroes, which, while undoubt¬ 
edly contributing to an easing of racial tensions, 
must increasingly represent a substantial social 
loss—in terms of potential industrial labor force 
and prior public educational investments—to the 
states from which they migrate. 

Finally, what were the effects of the Southern 
tradition of conformity of thought and behavior ? 
The South’s extreme cultural and ethnic homo¬ 
geneity was transformed into strait-jacket con¬ 
formity and intolerance of dissent, first by inter¬ 
sectional rivalry before the Civil War, and later 
by solidification against the vindictive forces of 
the Reconstruction period. Thus, in rejecting 
Yankee thought and the Yankee mind, South¬ 
erners closed their minds on every other impor¬ 
tant social doctrine as well. The results were a 
general intolerance of intellectualism, an accept¬ 
ance of violence as an ultimate weapon against 
nonconformity and dissent, and a corruption of 
higher education as it too increasingly repudiated 
innovation and novelty in thought and be¬ 
havior. In all these respects, the Southern tradi¬ 
tion of conformity has been a serious handicap to 
regional economic progress: (1) It created an en¬ 
vironment hostile h the me of intellectual processes 
as a means h technohgical and social innovation 
and advancement, with consequent intellectual 
stagnation and the draining off of the South’s 


best intellectual and industrial talent into other 
regions. (2) It gave public acceptance of, and often 
official sanction to, the me of violence as a means of 
enforcing conformity, even though an atmosphere 
of law and order is a fundamental condition for 
attracting industrial plants from other regions. 
(3) It seriously threatened both the academic free¬ 
dom and the public-school base which are so vital 
h the development of great Southern universities, 
and without which the South cannot attract and 
hold superior faculties, develop its own indigenous 
industrial and intellectual leaders, or provide the 
research and training facilities which are a pre¬ 
requisite for sound and broadly-based industriali¬ 
zation of the South. 

Earlier in this address, I asserted that the 
South must choose between Tradition and 
Progress. It must choose because, as the above 
summation makes abundantly clear, Southern 
tradition has essential elements—its value sys¬ 
tem, its social and political structure, its weakness 
of social responsibility, its intolerance of non¬ 
conformity and the intellectual process—which 
are irreconcilably at war with regional economic 
progress. 

IV. THE INEVITABLE CHOICE: TRADITION 
OR PROGRESS 

Superfluous branches 

We lop away that bearing branches may live. 

—Shakespeare, King Richard II 

At the very outset of my essay, I stated that 
the major problem which would concern me here 
was the following: If a majority of Southerners 
want as their foremost objective to achieve higher 
per-capita incomes, what are the barriers to and 
means of attaining this social end? 

But is this in fact what a Southern majority 
wants? I don’t know; but Southern politicians, 
whose job it is to assess majority opinions, ought 
to know. Like their constituents, however, most 
politicians are confused. Certainly there is con¬ 
siderable evidence that Southerners do want more 
industrialization, which most economists agree is 
the factor essential to further progress. But few 
Southerners have yet faced up to the question as 
to whether they want industrialization badly 
enough to give up firmly held Southern tradi¬ 
tions which are inconsistent with it. And fewer 
politicians have yet had the foresight or the 
courage to make clear to their constituents that 
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a fundamental choice between Southern economic 
development and cherished traditions must be 
made. 

Senator Fulbright of Arkansas recently ex¬ 
tolled the goal of regional economic development 
in the following words: 

The South is no longer the nation’s No. 1 eco¬ 
nomic problem; it is now the nation’s new eco¬ 
nomic frontier. The level of economic development 
in the South is still considerably below that of the 
rest of the nation. However, we no longer view 
our difficulties as a national problem, but as a 
challenge to ourselves; a challenge to develop our 
potentials to reach the national level of economic 
development so that the people of the South may 
share fully in the American standard of living. 14 

Yet Senator Fulbright has had to tread very 
lightly on the matters of tradition raised by the 
school integration issue in his state, where he 
faces the fact of Rep. Brooks Hays’ defeat and the 
threat of Gov. Faubus as a potential rival for his 
Senate seat. On the other hand, the full costs to 
Arkansas of the Faubus fiasco are gradually com¬ 
ing to light. 

Therefore, if most Southern states today stand 
at the crossroads between Tradition and Progress, 
their choice may be the wiser because of the in¬ 
creasingly strong evidence that Arkansas took the 
wrong turn. While the atmosphere is still murky, 
it appears that in Tennessee and North Carolina-, 
and probably in Florida and Virginia as well, 
moderate political leadership has now recognized 
the necessity of choosing between Tradition and 
Progress and has firmly chosen Progress. On the 
other hand, most political leaders in the Deep 
South appear to have chosen Tradition—a choice 
epitomized by the vow of Gov. Vandiver of 
Georgia that “There will be no mixing in the 
class rooms come hell or high water”—although 
they may still be under the false illusion that 
Tradition and Progress are not irreconcilable. 
That the two goals are in fact irreconcilable has 
been well expressed by Ralph McGill when he 
wrote that Souther leaders “seeking new enter¬ 
prises never saw themselves as carriers of the 
virus which was to destroy the status quo in their 
towns ...—and also, therefore, the old ‘way of 
life in the South’.... They sought with a kind of 
desperation to maintain the status quo —all the 

14 Quoted in Wilma Dykeman and James Stok- 
ely, Neither Black Nor White (New York: Rine¬ 
hart, 1957), p. 322. 


while laboring to bring new industries and pay¬ 
rolls which could only accelerate the change.” 15 

Thus, the South has been choosing Progress 
over Tradition almost in spite of itself and has 
done it so gradually as to be largely unaware of 
what was happening. However, Progress by drift 
is at best bound to be slow enough and, unless the 
South faces the conflicts between Tradition and 
Progress squarely and realistically, its stubborn 
and recently intensified adherence to Tradition 
may well slow Progress to a snail’s pace at the 
very time when its rapid acceleration might 
normally have been expected. 

If any single generalization emerges from our 
analysis of Southern tradition, viewed from what¬ 
ever angle, it is that the race issue dominates all 
other elements of the picture. While the Negro 
was physically emancipated from the Southern 
white in 1862, the psychological emancipation of 
the Southern white from the Negro is yet to be 
achieved a century later. As Jonathan Daniels 
recently put it, “The whites have sometimes 
seemed to carry segregation to the point of insist¬ 
ing upon carrying the Negro as a load.” 16 Yet, as 
a low-income region, the South is peculiarly ill- 
equipped to carry this self-imposed load, which 
has so heavily drained off the region’s energies 
from the constructive channels leading to eco¬ 
nomic progress. Thus, I do not believe that Key 
has exaggerated in concluding his Southern Politics 
with the following final words: “... until greater 
emancipation of the white from the Negro is 
achieved, the southern political and economic sys¬ 
tem will labor under formidable handicaps. The 
race issue broadly defined must thus be con¬ 
sidered as the number one problem on the south¬ 
ern agenda. Lacking a solution for it, all else 
fails.” 17 

While one might easily despair about finding 
such a solution in the present disturbed Southern 
scene, I believe that it can and will be done. As 
solid as the race-oriented traditions of the South 
appear to be, they are being steadily weakened by 
the much more solid economic progress that the 
South has already made and, with patient and 
wise leadership, will continue to make. Since so 
much of the South’s traditional race antagonism 
has had its roots in community-wide rural 
poverty, the key to its solution clearly lies in the 

15 Quoted in ibid., pp. 332-33. 

16 Virginia Quarterly Review , Spring 1955, Vol. 
XXI, p. 222. 

17 Key, op. cit p. 675. 
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additional industrial-urban development by 
which such poverty can be largely eliminated. 

With Southern urbanization, more and more 
Negroes (and poor whites) are able to escape to 
an environment which, despite all of its limita¬ 
tions, offers far less formidable obstacles to polit¬ 
ical participation and economic advancement. As 
the late President of Fisk University, Charles S. 
Johnson, put it: “We cannot escape the fact that 
the Negro minority market alone, even when held 
down by unequal opportunity and limited educa¬ 
tion to one half its potential, is equal to the total 
(national income) of Canada or to our total for¬ 
eign exports.” 18 

Furthermore, as Dabbs has so wisely observed: 

As [the Negro] gains economic power, he moves 
toward equality in economic relations. He is al¬ 
ready equal in a detail of our financial life: at the 
bank counter he is plain Joe Doe. He is rapidly 
becoming an equal in the world of merchandising: 
all folding money is green. As he gains the ballot, 
he will become a political equal. As he gains legal 
support, he moves toward equality in civil rela¬ 
tions. . . . And now, as the Negro gains equality, 
he will tend to accept himself as an equal, and this 
will put added pressure on the white man to accept 
him. For to some degree we accept every man’s 
evaluation of himself. 19 

Similarly, Key has pointed to important fac¬ 
tors altering the central place of the Negro in 
Southern politics, including the heavy outmigra¬ 
tion of Negroes from the plantation areas, the 
increasing organization of urban labor in the 
South, and. the increasing fellow-feeling of South¬ 
ern industrial and financial interests with northern 
Republicanism. He particularly emphasizes the 
effects of Negro migration to Southern cities, 
arguing that the movement of Southern Negroes 
to Houston, Atlanta, and Birmingham “has 
somewhat the same political effect as [their] 
movement to points outside the South.” To be 
sure, the moderating and liberalizing influences 
of Southern urbanization on race relations have 
been held in check by widespread gerrymander¬ 
ing against urban centers and by the dominance 
of the plantation counties in the conservative 
wing of the Southern Democratic Party. 20 


Furthermore, the thousands of low-income rural 
whites moving into Southern cities do not leave 
their race prejudices and hatreds behind. Even so, 
as ways are found for the Southern cities to throw 
off the tyrannical rule of rural minorities, and as 
these cities accelerate their industrial develop¬ 
ment sufficiently to remove the feeling of eco¬ 
nomic insecurity among their vast new white 
wage-earning classes, a gradual improvement in 
urban race relations appears highly probable. 

Thus, if they are left to their own resources and 
given that local autonomy without which the 
states'-rights doctrine is hypocritical and empty, 
the South's cities can ameliorate the race problem 
as its semi-feudalistic rural areas as yet cannot. 
The difference between the South's primitive 
rural folk society and its modern industrial-urban 
society are profound. In the South's traditional 
folk society, laws do follow customs, whereas, in 
the South's rapidly growing industrial society, 
“custom is becoming less important and law more 
important.” Increasingly, in Dabbs' words, 
“Daily, abstract justice is of more concern, con¬ 
crete habits of less. The demand that the South 
change, perhaps rather sharply, its customs is 
simply the demand that it act in the fashion of 
the industrial society to which it aspires and 
which it is rapidly becoming.” Thus, in the 
process of its industrial-urban development, the 
South is at last learning “how men may live 
generously and easily without oppressing the 
laboring class;... indeed, [how] the entire society 
can advance only as all its members, its [white 
and Negro] laborers included, advance also.” In 
doing so, the South is finally “substituting an 
etiquette of equality for one of inequality.” 21 

V. THE NEED FOR WISE LEADERSHIP 

There is a tide in the affairs of men, 

Which, taken at the flood, leads on to fortune; 
Omitted, all the voyage of their life 
Is bound in shallows and in miseries. 

—Shakespeare, Julius Caesar 

While the industrial-urban development of the 
South has already contributed much to removing 
the heavy load of history from its tired old back, 
the danger remains that another round of dema- 


18 Quoted in Dykeman and Stokely, op. cit. } p. 
325. 

19 Reprinted by permission from Dabbs, op. cit 

?nc 163-64 ' 1958 by AJfred A. Knopf’ 

20 Key, op. cit., pp. 669-70, 672-74. 


gogues may yet have their day. If Southern polit¬ 
ical leadership allows the closing of its hard-won 
and priceless public-school systems, the break- 

21 By permission from Dabbs, op. cit., pp. 162- 
63, 179. * ’ 
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down of law and order and freedom of discussion, 
the continued virtual disenfranchisement of its 
more moderate and liberal urban sector, and the 
destruction of its rising state universities, South¬ 
ern economic development for whites and Negroes 
alike can easily be set back by half a century. As 
the contrasting experiences of North Carolina 
and Arkansas make painfully clear, the directions 
set by state leadership are of paramount impor¬ 
tance. How much better for the South if its social, 
economic, and political leaders would heed the 
voices of its great native sons of the pastl 

Thus, Thomas Jefferson wrote a friend in 1786: 
“Preach, my dear Sir, a crusade against ig¬ 
norance; establish and improve the law for edu¬ 
cating the common people. Let our countrymen 
know that... the tax which will be paid for this 
purpose, is not more than the thousandth part of 
what will be paid... if we leave the people in 
ignorance.” A century later, unembittered by 
defeat, Robert E. Lee not only demanded “the 
thorough education of all classes of [Southern] 
people,” but stated that the great aim of every 
Southerner should be to unite in “the allayment 
of passion, the dissipation of prejudice, and the 
restoration of reason.” “Abandon all these local 
animosities,” he exhorted, “and make your sons 
Americans.” Woodrow Wilson wrote in a similar 
spirit: “Any man who revives the issue of sec¬ 
tionalism in this country, is unworthy of the 
government of the nation; he shows himself a 
provincial; he shows that he himself does not 
know the various sections of his own country; he 
shows that he has shut his heart up in a little 
province and that those who do not see the 
special interests of that province are to him sec¬ 
tional, while he alone is national. That is the 
depth of unpatriotic feeling. 22 Jefferson, Lee, 
Wilson—these are the great and immortal voices 
of that South which is eternally worth preserving! 
Judged against such giants among men, the 
South’s Tillmans, Bilbos, Faubuses, and Griffins 
are seen for the pygmies they really are. 

Unless the South is again willing to secede from 
the Union—and no one really believes that it is— 
it is high time that the region faced up to its obli¬ 
gations as an integral part of the Union. Gov. 
Leroy Collins of Florida clearly did so in a recent 

22 Jefferson’s letter of August 13,1786, to George 
Wythe; Lee as quoted in Mims, op. cit., pp. 4r-5; 
Wilson as quoted in Odum, op. cit., p. 257. Wilson’s 
criticism of provincialism, it should be noted, 
need not be limited to Southerners. 


statement: “Talking... in terms of realities, we 
should recognize the United States Supreme 
Court decision can only be changed by the court, 
itself, or by a constitutional amendment declaring 
racial segregation in public schools permissible. 
And no one seriously expects that either of these 
things will happen.” 23 While Southerners have 
always had a remarkable capacity for unreality, 
this reality they must somehow bring themselves 
to face and face squarely. This is admittedly ask¬ 
ing a lot for, as Louis D. Rubin, Jr., recently 
wrote in a somewhat different context: 

Working against a successful outcome is that 
characteristic ingrained in Southern life . ..— 
the willingness to ignore practical problems re¬ 
quiring common effort, planning and foresight, in 
favor of a concentration on personal inner satis¬ 
factions alone. The Southerner is . . . tempera¬ 
mentally opposed to the kind of necessarily ab¬ 
stract analysis that would permit him to work out 
a long range solution.... [Nonetheless, the 
South] must do what it has never done before— 
sit down and think out its course, prepare for the 
future without waiting until the next crises is 
upon it ... . [Such behavior] is also most un- 
Southern . . . [but the South] must rise to the 
occasion. 24 

If the South could at last take such a fresh, 
honest, and hardheaded look at the race problem, 
the gains which would accrue to the region would 
extend far beyond matters of race. For race has 
so shackled the Southern mind that it has been 
incapable of accepting social responsibility for the 
general welfare or of organizing common efforts 
for common benefit in other important directions 
as well. To be sure, there is indeed a danger that 
the South, “in accepting the new, the urban, the 
industrial, [will] wantonly ... discard the old 
[which] would quickly make the South a second- 
rate North at best, with all moorings gone.” 25 
However, with proper foresight and constructive 
planning, the South’s industrial-urban develop¬ 
ment need not take such an unhappy turn. As 
Polk recently wrote, .. the South is being 
industralized at a time when industry has at- 

28 Quoted in New South , December 1958, p. 15. 

24 By permission from Rubin and Kilpatrick, 
op. cit., p. 15. 

25 By permission from Ellington White in ibid., 
p. 162. Of. Dabbs’ similar good-humored warning 
(p. 179) that “Industrialism is the one abstraction 
we’re buying now, lock, stock, and barrel. We’ll 
have to be on our toes to keep it from making 
Yankees of us all.” 
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tained not only a new efficiency but a new sense 
of social responsibility, and when city planning is 
a technique by which cities, instead of degenerat¬ 
ing into blighted areas and slums, can grow in 
convenience, comfort, and beauty as well as 
size/’ 28 

Thus, with effective and constructive leader¬ 
ship, it is wholly possible that “the last half of 
the twentieth century belongs to the South!” 
Unfortunately, however, an adequate supply of 
such leadership has not been forthcoming. The 
plain fact is that the Southern social and political 
structure has maintained the form, while losing 
the ameliorative socially-responsible substance, 
of an aristocratic system. Thus, the South’s 
privileged classes have largely abdicated their 
positions of leadership, while leaving the masses 
inadequately prepared educationally and eco¬ 
nomically to provide effective leadership of then- 
own through more democratic channels. 

While there is a great need for democratizing 
the Southern political structure, it is too slow a 
process to fill immediately the vacuum of leader¬ 
ship in these current troubled times. Hence, it is 
the South’s citizens who presently occupy high 
social, economic, and political positions that must 
fill the gap in the meantime. If they are to do so, 
they must relearn some of the long-forgotten 
aristocratic principles of the Old South at its 
best—“sacrifice and obligation and a concern for 
the welfare of others.” 27 Or, in Dabbs’ challeng¬ 
ing words: “As leaders of society, they should be 
able to see that at long last their society is chang¬ 
ing and that it’s their job to lead it. The leaders 
of the Old South were not afraid to stand upon 
their own feet. The leaders of the New might do 
well to be more truly traditional than they are.” 28 

Thus far, I have directed my criticisms of a 
failure of constructive leadership against such 
broad and admittedly ill-defined groups as the 
South’s “upper class,” “privileged class,” and so 
on. Even if they agree with me, most Southern 
economists probably do not identify themselves 
with such groups enough to have personal twinges 
of conscience about their own inadequate role in 
these important matters. Yet, as part of the 
South’s small but growing intellectual elite, we 
Southern economists are members of the region’s 


“privileged class” and opinion leadership—by 
training if not by wealth or family position. As 
such, have we not also shirked our own obliga¬ 
tions as social scientists and citizens? Cash has 
observed that, in Southern universities during the 
early part of the present century, the field of 
economics advanced even more slowly than did 
the field of history. “Adam Smith still was gen¬ 
erally presented as having the same absolute 
validity as Isaac Newton. And the teaching of 
[economics] was mainly in the hands of dull men 
who carefully avoided examining the current 
scene in the South itself.” 22 Certainly, our pro¬ 
fession in the South can no longer be so charged 
with being outside of the mainstream of American 
(and Western) economic thought. But haven’t 
we found it too easy to leave it to our more 
courageous colleagues in sociology the analysis of 
the most important and controversial social issues 
of today, most of which have enormous economic 
implications? 

I believe that we have. In his recent review of 
Becker’s book, The Economics of Discrimination, 
Donald Dewey of Duke University was un¬ 
doubtedly right in his melancholy observation 
that “apparently, economists in the South must 
still look to Chicago for pioneer work on the 
region’s important problem.” 8 ® While our prin¬ 
cipal professional obligation is sound and objec¬ 
tive economic analysis of (among other things) 
problems of regional economic development, such 
analyses can hardly be adequate or realistic if 
they ignore the direct economic effects of race and 
other non-economic factors. Nor can we afford to 
hide such broader analyses, once made, under a 
bushel simply because fife will be more comfort¬ 
able if we do. While, as economists, we cannot 
say that the South should choose Tradition over 
Progress, I believe that we have a firm obligation 
to use our analytical tools to make clear to the 
Southern public the inconsistencies in trying to 
achieve both objectives at once. 81 


28 William T Polk, Southern Accent: From Uncle 
Remits to Oak Ridge (New York: Wm. Morrow & 
Co., 1953), p. 253. 

" By Permission from Robert Hazel in Rubin 
and Kilpatrick, op. czt.,p. 170. 

28 By permission from Dabbs, op. cit., pp. 119-20. 


29 Cash, op. cit., p. 323. 

jAfl 0 Economic Journal, Vol. 24, 1958, p. 

i?*7 B r °fessor Dewey has been virtually the only- 
white economist in any Southern university to 
devote a substantial amount of research to the 
economic aspects of race. 

“ P /5t e83 . or . L ° ri “ A. Thompson of the Univer¬ 
sity of Virginia deserves a favorable citation here. 
His recent economic analysis of Virginia’s public- 
school crisis was not only comprehensive and 
sound but was courageous and influential as well. 
( borne Economic Aspects of Virginia’s Current 
Educational Crises,” Charlottesville, undated 
processed.) 
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What I have said of the obligations of the 
Southern economist apply with almost equal 
force to other Southern social scientists and uni¬ 
versity professors, not to mention the important 
business and professional leaders who are the 
products of Southern university education. Col¬ 
lectively, we are the South's “intellectual aris¬ 
tocracy" or the South has none. Furthermore, 
quite apart from our professional or leadership 
obligations, we of this “intellectual aristocracy" 
have vital duties to perform as enlightened citi¬ 
zens and as men of flesh-and-blood and moral 
convictions. 32 Whether native sons or ex-Yankees, 

82 In closing this paper, I should perhaps make 
explicit the extent to which, quite apart from the 
lessons of social science, my own maturing inter- 
retation and application of Christian teachings 
ave influenced my attitudes toward race rela¬ 
tions. I have been forced to conclude that, quite 
apart from their economic and social aspects, 
traditional Southern racial attitudes inescapably 
have a moral aspect as well. That so few of my 
co-religionists in the South seem to see this moral 
issue never ceases to discourage and amaze me. 
It is a paradox that the South, which by every 
objective standard is the most religious region in 
America, could be so blind to the practical impli¬ 
cations of Christianity. Somehow, the Southern 
religious tradition has never progressed from the 
Old Testament's God of Wrath to the New Testa¬ 
ment’s God of Love and Brotherhood, nor from 
an ethereal concern for the other world to a con 


we are now Southerners by choice rather than 
necessity. There is something pleasant and pre¬ 
cious about the Southern “way of life" which we 
like or we wouldn't be here. But like all ways of 
life, the Southern way is not perfect. If, against 
one of the South's least fortunate traditions, we 
are permitted to express even unpopular ideas 
freely and can feel hope for the South's economic 
future, most of us want to stay. But if we do, it 
will be because, in Walter Hines Page's striking 
phrase, “We look forward to a golden age that 
we may surely help to bring, not back to one that 
never was." 

crete moral concern for social injustice in the 
here-and-now. Thus, in my view, Southern religi¬ 
ous views have been hopelessly schizophrenic and 
outrageously self-righteous. 

On the race issue, it is the South’s moral leader¬ 
ship which has been found most wanting, particu¬ 
larly in terms of what might be most reasonable 
to expect. For every Brooks Hays, there have been 
a hundred lay leaders of the Southern church who 
have remained silent or worse. For every minister 
of the Gospel who has, individually or collectively, 
spoken out, there have been scores who have fol¬ 
lowed rather than led their flocks. To me, the 
importance of religion has been one of the finest 
elements in the Southern tradition. But, if we are 
not to make a mockery of this grand religious 
heritage, can we Southerners any longer refuse to 
carry it to its logical and spiritual conclusion? 


24. Migration from Agriculture: 
The Historical Record 
and Its Meaning* 

Dale E. Hathaway 

The low returns to human effort throughout most of United States 
agriculture and the very low incomes of most persons in some regions 
of U.S. agriculture have long been recognized. The most common 
prescription offered by economists for these ills has been a large-scale 
transfer of labor from agriculture. It usually is argued that such a 
transfer would: result in a recombination of resources in agriculture 
that would provide a solution to the major problems of United States 
agriculture; increase incomes in agriculture relative to incomes in the 
nonfarm economy; and reduce the disparity in agricultural income be- 
tween regions. 

For the last four decades there has been a large out-migration from 
agriculture to the nonfarm economy. This is sometimes cited as having 
significantly contributed to the improvement of agriculture’s ills, and 
more of the same is prescribed as the method of complete cure. There¬ 
fore, it seems pertinent to examine in some detail the impact of the 
recent out-migration from agriculture to help us judge whether this 
simple prescription is enough or whether we must, perhaps, treat some 
serious secondary symptoms at the same time. 

The Size of the Out-migration 

Because it has become so commonplace in our society we sometimes 
fail to grasp the magnitude of the migration from agriculture. Yet for 
a nation lacking a positive policy to induce migration and which’has 
fortunately largely avoided widespread natural or man-made disaster 
the record is truly amazing. Since 1920 more than 25 milli on people 
have migrated from farms to urban areas and nonfarm occupations. 
Migration from farms has persisted through depressions and wars. 

f i arm population in 1950 was only about two-thirds that 
ot 1920, the absolute number of migrants during the past decade has 
been above earlier periods. 

However, economic conditions have had a strong influence on the 
rate c>f out-migration from agriculture. In the 1920-30 decade more than 
6 million people left agriculture—a rate of 19 per cent of the begin- 

* Reprinted from the American Economic Review , Vol. 49 (May 1960). 
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ning population. 1 During the thirties only slightly over 3.5 million 
migrated, a rate of about 13 per cent. In the ten years from 1940 to 
1950 the net migration exceeded 9 million persons, giving a rate of 31 
per cent. It appears that the number of out-migrants during the 1950- 
60 decade has been about the same as in the forties, so that the rate 
probably has exceeded one-third. 

All regions of the country have experienced an out-migration from 
agriculture. However, the rates have varied between regions in different 
ways at different times (Table 1). The variation between regions in 
rate of out-migration was relatively low during the twenties. During 
the thirties, however, there was a wide variation between regions, with 


TABLE 1 

Net Change in Rural-Farm Population by Migration, United States and 
Regions, 1920-30, 1930-40, 1940-50 


Area 


Rate oe Change in Farm Population Due to 
Migration 



1920-30 

1930-40 

1940-50 

United States. 

— 19.3 

-12.7 

-30.9 

New England. 

-13.0 

+ 2.6 

-21.8 

Middle Atlantic. 

-18.7 

- 1.3 

-20.7 

East North Central. 

-19.7 

- 5.3 

-22.6 

West North Central. 

-17.5 

-17.7 

-29.2 

South Atlantic. 

-25.0 

-13.8 

-31.9 

East South Central. 

-19.8 

-13.2 

-33.4 

West South Central. 

-17.3 

-19.9 

-44.0 

Mountain. 

-19.4 

-16.3 

-32.6 

Pacific. 

- .3 

+ 4.9 

-15.1 


Source: Net Migration from the Rural Farm Fofulation^ 1940-50 ) Statistical Bulletin No. 
176, June, 1956, Table 1, p. 16. 


the west North Central and west South Central having the highest 
rates. During the 1940-50 period the relative variation between geo¬ 
graphical regions was again reduced, although the entire south and 
the west North Central regions experienced rates of out-migration 
above those for other regions. 

One should not conclude immediately that this has been entirely 
a movement of people from what we generally classify as “the low- 
income areas” in agriculture (Table 2). For the decade 1940-50 the 
net migration from serious low-income farming areas was only one- 
third above that of the higher income areas. Among the generalized 
low-income farming areas classified by the Department of Agriculture 
there were many geographical regions from which the rate of out- 

l The method used to compute the rate leaves out the migration of persons bom and 
those dying during the decade. See Gladys K. Bowles, Farm Population—Net Migration 
From the Rural-Farm Population, 1940-50, Statistical Bulletin No. 176, U.S. Dept, of 
Agric., June, 19S6, p. 167, for the methodology used in estimating rates. 
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migration was below that from medium- and high-income areas. Thus 
the rate of out-migration from a specific area depends upon a complex 
of socioeconomic factors of which relative income level is but one. 

A majority of the migrants from agriculture have gone to the large 
urban metropolitan areas of the North and West. The popular concept 
of large-scale movements from the South to Detroit and Chicago are 

TABLE 2 

Net Migration Rates from Different Farming Areas Classified by 
Income Levels, United States 


Area 


Rural-farm... 

Medium and high-income farming areas 

Low-income farming areas f. 

Moderate low-income farming areas.. 
Substantial low-income farming areas. 
Serious low-income farming areas. 


Rate oe net 
MIGRATION* 


1930-40 

1940-50 

-12.7 

-30.9 

-13.2 

-28.0 

-12.5 

-33.8 

- 8.3 

-27.8 

-13.9 

i a n 

-34.9 


Generalized low-income farming areas t 
Appalachian Mountains and border areas. 

Southern Piedmont and Coastal Plains. 

Southeastern Hilly. 

Mississippi Delta.. 

Sandy Coastal Plains of Arkansas, Louisiana, and Texas 
Ozark-Ouachita Mountains and Border... 

Northern Lake States.* ’ '' 

Northwestern New Mexico. *”**’* . 

Cascade and Rocky Mountain areas_ '*’’****’ ‘ ’ 


-27.8 

-34.8 

-34.5 

-39.9 

-49.1 

-33.4 

-29.2 

-39.6 

-16.0 


begS^d^d°of & eXPleSSed “ a PerC6ntage ° f far “ P°P uIation alive b oth 

T Areas delineated in “Development of Agriculture’s Human Resources—A rennrt ™ 
Problems of Low-Income Farmers.” Low-income farms were classified on the hasi.^f ri, ° D 
SlMO^resfHnTf 6 Ec< ? nomic ^ reas: W Farms in State Economic Areas average less than 
heWthfr^L f m mC ° me t 5 °P erator and tad farm-operator family leveLoffvW index 

^represent geographic groupings of the low-income farming areas 
176Xne,'l956Sle a” p.T3 ^ Po t ulation ’ ^40-50, Statistical Bulletin No. 


based on fact. The 1950-57 net migration to Michigan is estimated 
at about 520,000 persons. 2 The high concentration of the in-migrants 
is illustrated by the estimate that two-thirds of the in-migrants went 
to the three counties including and adjacent to Detroit. Other northern 

and western metropolitan areas have had approximately similar ex- 
penences. 


CommLityDlvd'^anTserv 11 ConH^ £r P ° n ™-\ and P ° tentiaI in Michi S a “” (Inst, for 
16,19SU Table fl ’ ^ Educa ” Mlchlsan State Univ - mimeographed, Jan. 
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What has been true generally for migration from agriculture has 
been particularly true of nonwhites. They have concentrated very 
heavily in large urban areas. 3 Thus the migration from farm areas has 
contributed very significantly to the growth of the labor force of the 
large urban areas. Some of the impacts of these movements upon the 
receiving areas will be discussed in a subsequent section. 

Who Has Migrated from Agriculture? 

Much economic theory has as an underlying assumption that units of 
resources are homogeneous and that, therefore, resource transfers are 
neutral as to the resulting character of that portion of the resource not 
transferred. We know, however, that human resources in agriculture 
are not homogeneous, so that who migrates from agriculture has an 
effect beyond the mere numbers involved upon both agriculture and the 
receiving sector of the economy. 

Sociologists have attempted to isolate the differential characteristics 
of migrants. However, no clear-cut generalizations appear possible as 
to whether migration selects the least able or the most able, those with 
the most initiative or those with less. 4 

There is little question that migration from agriculture is closely 
related to age. 6 More than one-half of the farm population age 10-19 
in 1940 had left the farm by 1950. About 40 per cent of the age group 
20-24 in 1940 migrated prior to 1950. However, less than 20 per cent 
of those 30-49 years old in 1940 migrated from the farm during the 
subsequent decade. 6 

There is some relationship between the age at which out-migration 
has generally occurred, race, and educational attainment of the out- 
migrant. One study shows that migration rates from the rural farm 
areas for the 1940-50 decade were highest from the lower levels of 
education and roughly similar among those completing more than five 
years of schooling. 7 The migration rate from the nonwhite rural farm 
population aged 20-34 in 1940 was roughly similar for all educational 
levels up to high school. The migration rate for nonwhites with a high 
school education or beyond was much higher. 

These conclusions for the 1940-50 period are approximately the 
reverse of those of Bogue and Hagood for the 1935-40 period. They 

* Conrad Taeuber, “Economic and Social Implications of Internal Migration in the United 
States” (a paper presented for the joint meeting of the American Farm Econ. Asso. and 
the Rural Sociological Soc. at Ithaca, N.Y., Aug., 1959), p. 11. 

4 Conrad Taeuber, ibid., p. 10. 

5 This apparently has been true for as far back as 1920. See Carter Goodrich et al., 
Migration and Economic Opportunity (IJniv. of Pennsylvania Press, 1936), p. 690. 

6 Gladys Bowles, op. cit., p. 17. 

T C. Horace Hamilton, “Educational Selectivity of Rural-Urban Migration: Preliminary 
Results of a North Carolina Study,” Selected Studies of Migration Since World War II 
(Milbank Mem. Fund), Table 3. 
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found that migration during that period selected the better educated 
of the rural farm population, except that migration from the cotton 
belt contained disproportionately large numbers of the least well edu¬ 
cated as well as the better educated. 8 

These two studies of rural-urban migration suggest that the pattern 
of educational selectivity has changed. This hypothesis is supported 
by two studies of migration over time from specific rural areas They 
suggest that during the thirties there was a positive selectivity related 

w e t UC fx?° n T a T m ° ng ™ ral - urban ^grants. However, during and since 
World War II there has been much less selectivity. 9 This probably 
can be attributed to the improved economic opportunities in the non- 
farm economy and to a general increase in educational levels in rural 
areas, at least up through the eighth grade. 

One final point should be made regarding who has migrated. The 
statistics discussed relate only to net migration, which is the result 
of movement in both directions. Thus some of the present agricultural 
population are Persons who left agriculture and for some reason re¬ 
turned. Unpublished data from the Bureau of Old Age and Survivor’s 
Insurance (Social Security) show that about one-third of the covered 
farm operators in 1955 worked off the farm in covered employment in 
previous years but were not doing so in 1955. Many of these farmers had 
higher incomes m their nonfarm employment than from farming in 1955 
Apparently these individuals either found values in farming that over¬ 
rode income considerations, or they were unsuccessful in making a 
transfer to the nonfarm economy and had to return to farming Thus 
it is probable that even the high migration rates of the past twenty 
years do not reflect all of the persons who would be willing to leave 
agriculture if permanent employment opportunities were available. 

The Impact of the Out-migration on the Agricultural Economy 

. ? f the effects of the out-migration has been to reduce the number 
m the farm population since the out-migration has exceeded the rate 
natural mcrease. Thus an out-migration of about 25 million has 
reduced the farm population from 32 million in 1920 to about 21 
million at the present time. Between 1929 and 1958 agricultural em¬ 
ployment declined more than 40 per cent. The number of places clari¬ 
fied as farms by the Census also has declined rapidly, and as a result 
we have had encouraging rises in statistical averagS relating to per 

(Univ. of Tennessee AgricExp. sCauT^Kp 2L ^ ° mty ’ Ten ™°“> Bui. 290 
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farm and per capita incomes. However, these aggregate statistics can 
often be misleading, and it is necessary to raise other questions as to 
the effects of the out-migration. The pertinent questions would seem to 
be: (1) Has the out-migration reduced the gap in income between 
farm and nonfarm people? (2) Has out-migration brought an im¬ 
provement in the relative income position of areas of chronic poverty 
in agriculture? 

If the average per capita income of the farm population from farm¬ 
ing is compared with that of the nonfarm population for the five years 
prior to World War I, five years in the late twenties, and for the most 
recent five years, there is no evidence that the gap is closing. From 
1910 to 1914 the farm population’s per capita income from farming 
averaged 38 per cent of the nonfarm average per capita. 10 From 1925 
to 1929 the income from farming of the farm population averaged 33 
per cent of the nonfarm level, and for 1954-58 the comparable figure 
was 35 per cent. Of course, in recent years the income from farming 
accounts for only two-thirds of the per capita income of the farm 
population. However, earnings from outside agriculture do not enter 
into the question of whether the agricultural industry is producing 
a relatively higher level of income after a period of heavy out-migration. 
Actually, inclusion of the nonfarm sources of income for earlier periods 
would probably make little difference. 11 

Since the average family size in agriculture has been larger than in 
the nonfarm population, comparisons of income per worker might be 
considered more valid. Income per worker in agriculture from farming 
amounted to 61 per cent of the average annual wage per employed 
factory worker for the years 1910-14. 12 The average for 1925-29 was 
44 per cent and in 1954-58 was 45 per cent. There is no evidence of 
significant relative gains on either a per capita or per worker basis. 
Therefore, while there have been significant gains in real income in 
agriculture in the past four decades the rate of gain has probably little 
more than kept pace with that in the nonfarm economy. 

Neither does the evidence support the contention that rapid out¬ 
migration has greatly improved the relative position of the low-income 
areas in agriculture. 

It has been generally known that the poverty problems of agriculture 
are largely concentrated in the South so that it might be assumed that 
the heavy out-migration from this area would result in a sharply lower 
proportion of the total farm population now in that region. Surprisingly, 
however, the change has been only moderate. In 1920 the South had 
53 per cent of the farm population and in 1958 it had 49 per cent of the 

10 Computed from Table 7, Farm Income Situation (July, 1959). 

n See Possible Methods of Improving the Parity Formula (U.S. Dept, of Agric., mimeo¬ 
graph, Jan. 31, 1957) for some estimates of the effects. 

“Computed from Table 8, Farm Income Situation (July, 1959). 
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total farm population. One-half of this percentage decline has occurred 
since 1950. Thus high birth rates in the South have partially offset 
the higher rates of out-migration over much of the last four decades. 

Cheng found in his Michigan study that the disparities in farm in¬ 
come and wages between the higher income and lower income regions 
of the state have widened in spite of the fact that out-migration has 
been much higher from the low-income regions. 13 

Bishop found that despite the out-migration and increased resource 
productivity, net income per farm family in the southeast declined 
relative to the net income per farm family in other regions from 1939 
to 1949.“ 


Figures are not presently available which give us regional and state 
comparisons of per capita incomes in agriculture for earlier periods. 
Therefore, it is not possible to determine accurately whether the heavy 
out-migration from southern agriculture has improved its relative in¬ 
come position. There are, however, some trends in the aggregate figures 
for regions which support the conclusions that the South has made 
little relative gain during the past fifteen years despite the large out¬ 
migration from its low-income agriculture. 

An analysis of regional trends in per capita incomes of the total 
population by the Department of Commerce shows for the period 1927- 
29 to 1944 there was a marked reduction in the disparity in per capita 
incomes between regions. 15 Most of the reduction occurred between 
1940 and 1944. 18 Since 1944, when the greatest out-migration from 
agriculture has occurred, there has been little change in the relative 
position of the regions. Even when the relative incomes were converg¬ 
ing, the absolute gains in income were much larger in the higher in¬ 
come regions. 

. T ?l ere are several reas o n s why out-migration has not resulted in 
significant and dramatic reductions in income differentials within agri¬ 
culture and between agriculture and the nonagricultural economy, 
rhey are: the migration to date has affected commercial agriculture 
less than we realize; where migration has occurred its selectivity has 
created conditions tending to retard the recombination of remaining 
resources;, and much more than a simple recombination of existing 
resources is necessary to bring an improvement in the income levels 
ot most of the poverty plagued areas in agriculture. 

Turmng to the contention that out-migration has affected commercial 
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agriculture less than might be assumed, some evidence is seen in the 
statistics relating to changes in numbers of farms. For our purposes it 
might be useful to classify farms as falling into one of three types: 
commercial farms (roughly Class I through IV of Economic Class of 
Farm defined in the last Census of Agriculture); low-production farms 
(Class V and VI); and rural places to live (part-time, residential, and 
subsistence farms). If past censuses are adjusted for changes in farm 
prices, the trends in agriculture are these:" the number of commercial 
farms has been remarkably stable since 1929; the number of rural 
places to live has trended slightly upward; and the number of low- 
production farms has declined very sharply. 

About U million of the 1.8 million low-production farms that dis¬ 
appeared between the 1930 and 1954 Census of Agriculture were in 
the South. However, this does not imply quite the degree of resource 
mobility for nonlabor resources that it might seem to, because about 
half of the reductions were of cropper farms which were not actually 
independent management units. Whereas the decline in the number of 
low-production farms has been greater in the South, the largest decline 
in the number of management units has been in the North and West. 

There are further indications that the farms that have disappeared 
as people left agriculture were the smaller, less-productive farms. The 
decline in number of farms has been greatest among farms of ten to 
ninety-nine acres in size. In 1920 farms in this size group made up 
54 per cent of the total number of farms, but they controlled only 17 
per cent of the land in farms, 1 ’' Between 1920 and 1954 there was a 
decline of 1.4 million in the number of farms between ten and ninety- 
nine acres. However, the amount of land which these farms contained 
and which, under ideal circumstances, might have been consolidated 
into larger units amounted to less than 6 per cent of the total land in 
farms in 1954. Thus the 63 per cent increase in the average size of 
farm in the United States from 1920 to 1954 is largely a statistical 
freak. Actually, there have been few increases in the numbers of farms 
in the various larger size groups and in the average size within the 
various groups. 



in the younger age groups the average age of farm operators has risen. 
Whereas 21 per cent of the operators in 1920 were in the twenty-five 
to thirty-four age group and 26 per cent were over fifty-five years old, 


in n Economy (USI)A Inf. flul. No, m, 
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in 1954 only 13 per cent were in the younger bracket and 37 per cent 
were over fifty-five. 19 


Older farmers are less likely to undertake drastic reorganizations of 
existing resources themselves because of limits of their physical capa¬ 
bilities and the limited span over which they might realize returns on 
large investments. Studies of low-income farming areas in South Caro¬ 
lina, Tennessee, and Arkansas all mention that the advanced age of 
many farm operators inhibits the adjustment of agricultural resources. 20 
Apparently many older owners are unwilling to enter into contractual 
arrangements which will make it possible for the remaining younger 
farmers to organize existing agricultural resources in a satisfactory 
fashion. Thus institutional arrangements relating to tenure and credit 
which were developed in a period of greater stability in technology and 
m the agricultural labor force, do not seem to be adjusting adequately 
to the rapid changes of recent years. 


AGjustment prouiems in agriculture following a decline in the labor 
force are much more complex than a mere change in the capital-man 
ratio. Generally, the type of farming operation needs to be changed 
New technology, new investment, and new management skills are re- 
quired m order for the recombined resources to be productive. Old 
investments in buildings and equipment are often obsolete, requiring 
arge additions of capital in new forms. The mere out-movement of 
labor from agriculture is a necessary, but not sufficient, condition to 
achieve these adjustments. Unfortunately, most of the people capable 
of making such adjustments may be among the out-migrants 

. Even Y herC heavy Emigration has occurred resource adjustments 
m agriculture may not tend to correct income inequalities. Bachmura 
found that population movements as a whole within a group of Missis¬ 
sippi Valley counties were not corrective in an income equilibrating 
sense.” In addition, he concluded that movements in capital invXm 
per worker were noncorrective over the decade 22 
Long-distance migration may be of much'less help to agricultural 
adjustment than nearby nonfarm growth. There abdications that 
the adjustments are made more rapidly where the growth in nonfirm 

gflfgK rf* Chap \ n ’ P- 83 ‘ 1* relative 
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employment is local. Ruttan found that rural farm areas in the southeast 
which “caught up” with the national average between 1930 and 1950 
were close to developing urban centers. 23 Cheng found the same tenden¬ 
cies in Michigan. 


The Impact of the Out-migration on the Nonfarm Economy 

In the nonfarm economy as well as in the farm economy the heavy 
out-migration from agriculture has had both positive and negative 
aspects. During the periods of extreme labor scarcity the migration 
was appreciated and encouraged, but more recently some of its negative 
aspects have received more attention. 

The nonfarm economy has attracted over 25 million people from 
the farm population since 1920. A high proportion of the migrants have 
been in age groups enabling them to be in the productive labor force. 
The migration, coming as it did at a time when new entrants to the 
labor force were low because of low urban birth rates in the twenties 
and thirties, was about the only way in which a large expansion of the 
nonfarm labor force could occur without immigration. Ducoff estimated 
that one-half of the expansion in the nonagricultural labor force from 
1930 to 1954 came from migration from the farm population. 24 It 
would have been impossible to have increased nonfarm output to war¬ 
time and postwar levels without this increase in the labor force. With¬ 
out the migration from farms, the price of nonfarm labor relative to 
other inputs probably would have risen more sharply than has been 
the case. 

The nonfarm economy has received through the process of mi gration 
a large transfer of capital from the farm economy in the form of 
investment in the rearing and educating of farm youth to the age at 
which they migrated. 25 As a result, the nonfarm economy has re¬ 
ceived a large and significant quantity of productive resources in the 
form of productive labor without having to incur most of the initial 
expense of its rearing and education. This should contribute to a rapid 
rate of capital accumulation and growth in the nonfarm economy. 

Not all of the effects of rural-urban migration have been positive 
for either the migrants or the receiving areas. First, the assimilation of 
large groups of people from different cultural backgrounds has pre¬ 
sented some of the same problems as did the earlier mass influx of 
immigrants. Existing educational systems, social groupings, and eco- 


D«yWS4° p W i?r n ’ “ Discussion of development and Adjustment,” J. of Farm Econ., 

“ ArT«^'A U /F fE ’ <<T p ends Characteristics of Farm Population in Low Income Farm¬ 
ing Areas,” J. of Farm Econ., Dec., 1955, p. 1407. 

“ James D. Tarver estimated that an investment of $15,000 in 1954 prices was required' 

Farm^hfldren » C r te f p 31111 ^“ Id *2, * ge ei f hteen - See his “Costs of Rearing and Educating 
Farm Children, J. of Farm Econ., Feb., 1956, pp. 144-56. 
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nomic structures have been disrupted by the rapid influx of migrants 
into some urban areas. There has been a problem in some areas of the 
rapid replacement of the old population of central cities by migrant 
nonwhites whose economic status is low, adding considerably to the 
difficult adjustment problems already mounting in urban areas. 

The receiving areas have become increasingly aware of the cost of 
accimilating the migrants. A recent Michigan study reported that al¬ 
though persons bom in the South make up only 9.5 per cent of the 
state’s population, they accounted for 31 per cent of the prison com¬ 
mitments. 26 When a commitment rate is computed for different popula¬ 
tion groups, the rate for whites born in the South is more than twice 
the rate for whites born in Michigan. Approximately the reverse was 
true for Negroes. The heavy burden of welfare costs to migrant groups 
has prompted recent suggestions of sending migrants out of one city 
and of increasing the residence requirements for welfare in several 
others. 

The public problems that have arisen as a result of the migration to 
urban areas are partially because the migrants themselves sometimes 
have found the adjustment to the new economic and social environ¬ 
ment difficult. They have found themselves unskilled labor in an in¬ 
dustrial society which is increasingly replacing unskilled labor with 
skilled labor and machines. They have found that the impact of the 
nonfarm business cycle falls heaviest on the younger, the less skilled, 
and the nonwhite worker. They have found racial and other forms of 
discrimination among labor unions. 

A recent paper summarized several sociological studies of the posi¬ 
tion of rural migrants in urban society. 27 It made the following points: 
(1) Many of the rural migrants lack the educational training or social 
background necessary to make them other than marginal members of 
the nonfarm society. (2) Rural migrants tend to move to lower stand¬ 
ard housing areas and upgrade their housing less through moving than 
do urban migrants. (3) The rural migrant tends to participate less in 
formal and informal social and political organizations than other groups 
of the urban population. (4) Despite many of these less favorable 
aspects, the migrant generally would make the move if he had to make 
the decision again. 

Summary and Conclusions 

Migration from agriculture over the past four decades has touched 
virtually every community in the United States, both farm and non- 

26 “Non-natives Cause Most Crime in State,” The State J. (Lansing, Mich.), Nov. 3, 
1959, p. 16. 

27 George M. Beal and Wallace E. Ogg, “Secondary Adjustments from Adaptations of 
Agriculture,” in Problems and Policies of American Agriculture (Iowa State Univ. Press. 
1959), pp. 226 ff. 
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farm. Without out-migration the present problems of United States 
agriculture would have been magnified manyfold, and the gap between 
per capita incomes in the farm and nonfarm economy certainly would 
have widened. As yet, however, there is no evidence that the rapid 
rate of out-migration has appreciably closed the gap that existed in 
per capita incomes of farm and nonfarm people. Neither has the 
migration from agriculture apparently significantly changed the per 
capita income distribution between regions in agriculture. 

Despite its magnitude, the out-migration from agriculture probably 
has affected that portion of agriculture producing the bulk of our food 
and fiber relatively little. Most of the out-movement has been from 
farms with few resources. There are widespread indications that the 
out-migration has severely strained the social and economic structure 
of many rural communities, causing serious problems for churches, 
schools, and rural businesses dependent on numbers of population. 

Most of the policy proposals to facilitate the migration from agri¬ 
culture have been to improve rural education, job information, and 
human mobility. These would be of primary benefit to the mi grants 
themselves and to the receiving communities. Few, if any, policies have 
been proposed that are aimed at alleviating the serious social and 
economic problems of communities which have been or will be rapidly 
losing population. Also, little attention has been given to policies to 
promote the new institutions that will be necessary to facilitate rapid 
adjustment of the resources remaining in the agricultural economy. 

The farm-nonfarm migration has had desirable effects and yet has 
created problems for the nonfarm economy. Migration made possible 
an expansion of the nonfarm labor force when the pressure for in¬ 
creased nonfarm output was great. It has also created social and 
economic problems for which solutions are not yet apparent. It seems 
probable that the problems will become greater and the benefits of 
farm-nonfarm migration somewhat less evident to the nonfarm areas 
in the decade ahead. Unlike the past twenty years, during the next 
decade there will be a rising number of persons annually available to 
enter the labor force from within the nonfarm economy. This will be 
due to the marked rise in birth rates during and since 1940. Thus the 
need for attracting new labor from the farm population will diminish 
and the problems of assimilating migrants will probably weigh more 
heavily upon the consciousness of prospective employers. 

All this is to say that even with the favorable economic and social 
conditions of the past two decades a simple policy of rapid out-migra¬ 
tion from agriculture has not, by itself, been sufficient to bring sig¬ 
nificant improvement in the relative position of the farm economy. 
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Migration has left unsolved many pressing problems it has helped 
create. 

The total effect of the migration from farms has apparently been of 
value to both the farm and nonfarm economies. Therefore it would 
appear that the nation could well afford some public policies to cope 
with the social and economic problems attendant to migration. Without 
such supplemental forces it is unlikely that migration will by itself 
bring about a significant improvement in the position of agriculture. ’ 








Introductory Note 

Countries throughout the world, such as England, France, the East 
European nations, Venezuela, Brazil, and India, are trying to formulate 
national policies for regional development. Their economic planning 
tries to take explicit account of the geographic incidence of economic 
growth and its concomitant social effects. Yet, despite growing experi¬ 
ence and the clear political importance of the problem, systematic 
knowledge has evolved only slowly, and there are few uncontested 
guidelines for policy. 

Regional planning may be described as concerned in the first place 
with the informational bases for decisions of geographic relevance, 
ranging from regional survey and analysis to forecasting, project devel¬ 
opment, and programming. It is also concerned with the statement of 
appropriate goals for the economy in its spatial dimension, and with the 
institutional means for the effective coordination of action programs on 
an areal basis. The readings in this section have accordingly been 
grouped into three main parts. 

The first part has to do with the organizational aspects of regional 
planning. The articles by John Friedmann and Paul Ylvisaker explore 
possible criteria for the establishment of regions for administration and 
programs of development. This is a crucial question, but it often 
receives excessive attention from policymakers, who sometimes excuse 
their failure to formulate an adequate regional policy by pointing despair¬ 
ingly to the difficulty of defining an objective set of workable planning 
regions. Since every regional definition is, of necessity, bound to a pur¬ 
pose derived from a national delineation of problems and goals, the 
definition is generally more mindful of what is socially valuable and 
politically significant than of scientific accuracy. Planning regions are 
best defined to be congruent in space with the socioeconomic functions 
to be carried out. A malaria-control region wifi, consequently be different 
from one for forestry development or agricultural resettlement. Yet 
often the search is for a composite region to serve as a framework for 
developmental planning of a general sort. This effort may lead to con¬ 
tradictions between the requirements of functional planning and those 
of administration, and even to contradictions among various functional 
requirements. 
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as a prototype of planned regional development. McKinley questions 
the validity of defining all-purpose regions on the basis of the functional 
area of a single resource (water), particularly in regions such as urban- 
industrial ones, in which the particular resource is not of great relevance 
for their development. He also argues the impracticability of subdivid¬ 
ing a national territory into a mosaic of river basin authorities. The 
general question of the proper balance between functionally defined 
agencies, such as a Ministry of Agriculture, and geographically defined 
agencies, such as the TVA, is still very much alive; witness, for ex¬ 
ample, the frequent reorganizations of Soviet planning and governmental 
structure in recent years. 

The second group of papers deals with the question of the “proper” 
aims for regional development, and the closely related question of how 
to measure regional progress. For instance, the meaning of a set of 
regional goals changes according to the definition of regional bound¬ 
aries. Consider the issue of regional income equalization. The larger 
the number of regions in a country, the smaller their average area, and 
the likelier they are to differ from the national average. Achieving 
income equalization between two large regions might leave untouched 
income differences internal to each region. Thus, regional definition and 
goal formulation are parts of the same intellectual operation. 

The practical aims of a polity, however, are inevitably in dispute, and 
not always substantially rational in Karl Mannheim’s sense. In his 
stimulating discussion of regional objectives, Charles Leven recognizes 
this fact explicitly. He shows how possible regional goals may be in 
logical conflict with one another and, in particular, how the goals for all 
regions taken separately may be at odds with development goals for 
the nation as a whole. Thus, maximizing growth for every region, 
however defined, will not necessarily maximize growth for the entire 
nation. Leven makes use of a linear programing model to illustrate this 
point. While technical clarification will not remove all sources of con¬ 
flict, it helps to define with greater precision the policy issues upon 
which the political process and political authority must ultimately be 
exercised. 

John Krutilla doubts the possibility of aggregate regional welfare 
measures with which to evaluate accurately development programs. 
Consequently, he holds that a careful analysis of the costs and benefits 
of each component project is the best way to evaluate the effectiveness 
of a program. This often remains good practical counsel, but the decade 
since Krutilla’s article has seen significant progress in the methods of 
regional social accounting, and the future may yet refute him. Edgar 
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Hoover and Benjamin Chinitz, two pioneers in this type of analysis, 
point to how the questions asked by policymakers determine the suit¬ 
ability of alternative analytic approaches. They emphasize the need to 
put regional social accounting on a long-term, systematic basis to derive 
the full benefit from such techniques. 

The final group of papers deals with questions of development 
strategy and the criteria of investment allocation. These criteria are 
rules for making decisions toward ends which are already defined Since 
we never can know in advance the direct costs and benefits and the full 
economic impact of all possible projects in all regions, we must proceed 
by a close accounting of the direct profitabilities of a relatively few 
specific projects at particular locations, within the context of some more 
general rules fiiat deal with more elusive factors such as external econ¬ 
omies or the indirect payoffs of social overhead investment. The need 
to make decisions about specific projects argues for the advisability of 
having at all times a repertory of possible projects, analyzed to a degree 
sufficient to permit choice among them within the context of the over-all 
strategy of a path of development and its timin g 

A certain consensus has been building up concerning the strategy of 
regional development. There is now widespread agreement with Albert 
Hirschman’s view that, in transitional societies, resources should be 
concentrated in the more promising and dynamic metropolitan centers 
permitting development to spill to the other regions from these foci. 
L . 0U *i Lefeber supplements this principle by pointing to the importance 
of efficiency in the allocation of resources and the key role played in 
this by a pricing policy that reflects the long-term marginal social costs 
of the services provided. He further argues that investment should be 
diverted to the less developed regions only when the more developed 
have reached a point of self-sustaining, cumulative growth. 

M. A. Rahman extends the discussion by calling attention to the 

significance of the differences in the rate of savings among regions. 

Thus, by considering the creation as well as the productivity of capital 
he shows that an optimal strategy may involve a number of switches in 
investment priorities between the more and the less productive regions. 

In the final paper, Hollis Chenery discusses planning for Italy’s 
Maezzogiomo, which has become the classic case of a backward region 
within an otherwise developed nation. The original intent was a “wel¬ 
fare” one, trying to reduce the income gap between the North and the 

South of Italy. However, when a decade’s effort had failed to reduce 
the gap appreciably, a new and more attainable “efficiency” goal was 
adopted. This was to achieve the structural changes within the southern 
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region necessary to effect self-sustaining growth. The concern with the 
income gap remained, but in the background. 

Four general objectives for regional development in transitional 
societies emerge from the literature: (1) the spatial integration of the 
national economy by the encouragement of regional specialization, inter¬ 
regional trade, and factor mobility; (2) efficiency in the pricing and 
location of investment projects; (3) the maintenance of a politically 
acceptable balance among regional levels of living; and (4) the pro¬ 
motion of a national growth rate consistent with the other objectives. 
The balance among these objectives, the tools for achieving them, and 
even the measures of progress toward them are still being worked out; 
however their logic is becoming clearer. 






2 £. The Concept of a Planning 
Region—The Evolution of an Idea 
in the United States* 

John Friedmann 

Part II of this paper was written in 1955. It does not purport to 
describe the practice of planning in the United States; it attempts, 
rather, to sketch the evolution of an idea: the concept of what is a 
suitable area for the administration of planning programs. Reference 
is to the United States, of course, and the focus is on p lannin g 
activities that in scope exceed municipal boundaries. For urban and 
regional planning in this country have developed as two different 
specializations as, indeed, they have in most parts of the world. 
City planners have been concerned mainly with creating a more 
efficient physical environment; regional planners have been principally 
engaged in solving problems of resources and economic development. 
The reason for this divergence is shown to lie chiefly in the controls 
available to urban, state, and federal governments for the implementa¬ 
tion of policy objectives. The article concludes with a plea for the 
integration of the regional and urban approaches to planning wi thin 
areas that have the city as their center of dominant influence. 

PART I 

American planning practice, and not only the practice but the idea 
of planning itself, has always been in sharp contrast to the approach 
popular in Central Europe and elsewhere. Characteristically, it is al¬ 
most completely devoid of ideological overtones; it is, for the most 
part, loose and informal; and it is closely linked to operations. 1 As such, 
it is congenial to the American pragmatic temperament and well 
adapted to the federal system of decentralized government and ad- 

* Reprinted from United Nations, Department of Economic and Social Af¬ 
fairs, Working Paper No. 12, June 25, 1958, and Land Economics, Vol 32 
(Feb. 1956). 
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ministration. The Grand Conception, the Five-Year Plan, is a phenom¬ 
enon unknown in the United States. Planning tends rather to be 
piecemeal and experimental. 

This is well illustrated by the history of American economic develop¬ 
ment, a development which might almost be called spontaneous. It was 
certainly not and still is far from being a centrally directed or planned 
development. This should not be taken to mean, however, that govern¬ 
ment has not taken a very active part in economic affairs, be it through 
fiscal policy, grants-in-aid, subsidies, regulations, research, or resources 
management. But programs such as these were never, except super¬ 
ficially, related one to the other in a total planning operation. And 
consequently, there has been no attempt to achieve a regional integra¬ 
tion of national policies. Just as no priorities are assigned according to 
function, so also are there no priorities according to area. Spatial 
integration has been left to take care of itself. That this approach has, 
on the whole, been successful is a tribute to the American system. 
There is no assurance, however, that it would work equally well in 
other parts of the world. 

Regional planning in the United States has at various times had 
reference to different types of activity as well as to different types of 
area. There was a time, roughly from 1933 until the end of World War 
II, when regional planning meant primarily the development of water 
resources and adjacent land resources within a given river basin. The 
basic planning unit was the watershed and the objective, the fullest 
possible use of all physical resources for the improvement of living 
levels within the area. The Tennessee Valley Authority has been the 
outstanding example of this type of planning, but a number of other 
river basins have followed suit: the Columbia, the Central Valley of 
California, the Missouri, the Arkansas and Red Rivers. Several ad¬ 
ministrative schemes were tried. The TVA, however, remains the only 
“authority” in full charge of a comprehensive development program. 

The postwar era brought to the fore a different set of problems, and 
the undogmatic character of planning in the United States made possible 
a quick adjustment to the new conditions, as attention shifted from the 
watershed to the metropolitan region as the major planning area. As 
more and more people streamed into the sprawling urban communities, 
problems of urban settlement leaped suddenly into the limelight of 
public concern. City limits had lost their practical significance as popula¬ 
tion spilled beyond it and as large parts of the United States came 
within the immediate influence of urban centers. In consequence, so- 
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called regional metropolitan planning agencies sprang up in many parts 
of the country. 

At the same time, there was also a sharp and growing awareness that 
many states and groups of states had been left behind in the race for 
industrialization or, at least, were growing less rapidly than the more 
advanced centers. There were, for instance, the older industrial areas 
that had failed to create favorable conditions for the expansion of 
dynamic industries: chemicals, synthetics, electronic machinery. And 
there were the “new” regions whose spectacular economic growth had, 
within a few years, created pressing social and physical problems of 
adjustment. The phenomenal expansion of industrial and commercial 
investments following the war had thus created a highly competitive 
mood in all of the 48 states. Each state wanted to get its share of the 
new wealth. And so there came into being a new type of “regional 
planning”—area development. Nearly all of the states established plan¬ 
ning or development agencies whose principal job was research into 
the resource possibilities of their respective areas, information about 
industrial opportunities, and promotion. In very few instances, however, 
were these agencies also given control over the planning of state capital 
budgets. 

All told, there are in the United States today a vast number of or¬ 
ganizations and institutions concerned with various aspects of regional 
development. Dr. Period: lists 19 types of groups, comprising hundreds 
of individual organizations, from City Planning Commissions in the 
multimillion cities such as Los Angeles and New York, to official 
Metropolitan Planning Organizations, Metropolitan and Rural Special 
Districts, State Planning and Development Agencies, Interstate Organi¬ 
zations, private Area Development Agencies, Regional Authorities, con¬ 
sulting firms, and so forth. 2 This multiplicity of “planning” is truly 
amazing; and yet there is no plan! A plan is largely an instrument for 
the integration and coordination of policies. But there exist other means 
for integration, and Americans have generally preferred more informal 
methods for bringing together various programs to the rigid “blueprint” 
of a master or development plan. 3 

What is the relevance of this approach to regional planning for other 
countries, especially for those which are only now beginning their 
march towards economic independence and higher levels (and stand¬ 
ards) of living? In some respects, the approach is difficult to copy, if 
only because it assumes certain habits of mind and of administration 
that are peculiarly American. On the other hand, U.S. experience sug- 
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good city planner cannot afford to ignore the character of the “city 
region” and the whole vast hinterland that surrounds the urban nucleus: 
the characteristics of growth and the requirements of p lannin g are 
determined by it. The recent trend in the United States toward metro¬ 
politan planning recognizes this interrelationship and is taking measures 
to cope adequately with it. But even less urbanized countries must face 
up to this problem, and the delimitation of planning regions and the 
organization of planning administration should take the unity of city 
and region into account. 

Program Planning 

Planning is not really planning unless it is effectively related to action 
programs and administration. That is partly the reason why planning in 
the United States has been relatively unobtrusive, so that many visitors 
to this country have, in fact, gone away convinced that pl annin g here 
does not exist. But it does exist—as an approach to problem solving 
Planning activities are very much a part of the way in which existing 
organizations carry on their daily business. There may not be any 
specific group indicated to do the planning because everybody is in a 
sense engaged in planning. A plan that lacks operational significance is 
a museum piece, and planning does not necessarily begin with a plan 
but with introducing greater rationality into public decision-making, 
through better information (research and analysis) and through fore¬ 
sight (projection). Many alternatives for organizing the administration 
of planning present themselves. But one of the cardinal rules should be 
that every planning endeavor must be intimately related to the opera¬ 
tions of the institution for which the planning is to be done. 

It is reasonable to expect that at least these characteristics of Ameri¬ 
can planning are transferable to other parts of the world. There are 
other aspects which probably are not, and in certain respects, U.S. 
experience may not be applicable at all to less developed countries. For 
example, in the question of evolving a national policy of regional 
development; or in adjusting national policies according to the unique 
problems and characteristics of the different regions in a country; or, 
again, in the integration of national programs within individual regions. 
These are essentially new problems for much of the world and each 
country will have to feel its own way, perhaps committing mistakes, but 
learning from them also, and so, by a method of trial and error, evolv¬ 
ing an approach to regional and national planning which will be ade¬ 
quate to meet present and foreseeable problems and will be designed 
to fit within an existing structure of values and institutions. 4 
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Note 

Part I of this essay is reprinted from United Nations Economic and 
Social Council, Working Paper No. 12, June 25, 1958, pp. 1-6, by per¬ 
mission of the United Nations Publications Office. The remainder 
is reprinted from Land Economics, VoL 32 (February 1956), pp. 1-13, 
by permission of Land Economics. (Copyright, 1956 by the University 
of Wisconsin.) 


NOTES 

1 Harvey S. Perloff, Education for Planning: City , State , and Regional , Balti¬ 
more, The Johns Hopkins Press, 1957, pp. 89-103. 

2 Ibid., pp. 101-103. 

3 Master plans, however, have been used very successfully in city planning, 
and “blueprint” planning is, of course, customary in private industry. Only in 
relation to public economic life has formal, over-all planning been rejected. 

“Interest in problems of regional development has in recent years received 
great stimulus from the activities of the Regional Science Association with 
headquarters at the University of Pennsylvania and Resources for the Future, 
Inc., a Ford Foundation subsidiary located in Washington, D. C. These organiza¬ 
tions have contributed greatly to the general revival of academic concern with 
regional questions, and much interesting work is now going on at a number of 
universities throughout the country. 


PART II 

THE CONCEPT OF A PLANNING REGION* 

With few exceptions, public planning activities are delimited and 
organized in space. The region, the county, the metropolitan area, and 
the city are usually considered to be the basic units for pl annin g 

In the present essay we shall be primarily concerned with the func¬ 
tional relation between the two main forms of areal planning, between 
city and regional planning. Theoretically, there should be little to dis¬ 
tinguish one from the other. In both cases the major problem is the 
same: how to bring the physical environment in which men live under 
the controlling influence of the public interest. In practice, however, 
city and regional planning in the United States have proceeded along 
diverging paths. 

* The writer is indebted to Drs. Harvey S. Perloff and Harold M. Mayer, both 
of the University of Chicago, for many helpful comments and suggestions during 
an earlier formulation of this essay. 
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To explain this lack of unity we would have to go far into the his¬ 
torical origins of planning in this country—a task too ambitious for the 
present essay. 1 But the basic distinction between city and regional plan¬ 
ning appears when we consider it as primarily a difference in controls 
available to local and federal government for guarding the public in¬ 
terest. 

In the cities, planning has evolved largely as an effort to maintain 
existing rental values and to improve the circulation of people and the 
flow of goods. 2 Zoning, subdivision control, and the powers of eminent 
domain are among its principal and most effective tools. Occasionally, 
too, city planners are charged with the preparation of capital improve¬ 
ment budgets, and the planning function has been extended to problems 
of internal growth and development. In most cities, however, the pre¬ 
dominant concern is still with the present. Only peripheral attention 
seems to be given to a comprehensive approach which would determine 
the “needs” of the community ten, twenty, or even fifty years ahead 
and would proceed to show how these “needs” might best be met in the 
present. Rarely is the community offered a choice to consider what kind 
of a future it would have. The element of design in planning is almost 
totally lacking, and the evolution of life in the community is left by 
default to the haphazard interaction of private interests. 

Regional planning, on the other hand, has grown up under quite 
different circumstances. 3 “Regional planning,” wrote the National Re¬ 
sources Committee in 1935, “should, in the main, confine itself to 
dealing with the physical resources and equipment out of which socio¬ 
economic progress arises.” 4 By this definition, regional planning has 
one major focus of interest: the development of physical resources. But 
the control powers of the federal government were so restricted that its 
point of entry into regional planning was the field of water resources 
where it had primary jurisdiction. Through the development of water 
resources for a multiplicity of uses it was hoped that social and eco¬ 
nomic advance in the watershed would be furthered. 5 The watershed, 
therefore, became rapidly identified as the “proper” region for planning, 
and the recognition that land resources are intimately re-related to the 
use of water only strengthened this view. Whether it was called the 
Tennessee Valley, the Columbia Basin, the Missouri Valley, the Central 
Valley, or the Arkansas-Red River Valleys, the physical setting was 
always a major drainage basin organized for comprehensive resource 
development. Flood control; the development of facilities for navigation, 
electric power, irrigation, and recreation; stream sanitation; erosion 
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control and reforestration; even mineral development came to be in¬ 
cluded under development schemes in major river basins. 6 

The best known and certainly the most advanced regional p lanning 
agency in the United States is the Tennessee Valley Authority. Else¬ 
where in the United States a more complex scheme for regional plan¬ 
ning has been worked out which involves a multiplicity of federal agen¬ 
cies such as the Bureau of Reclamation, the Corps of Engineers, the 
Soil Conservation Service, and the Forest Service; and, to an increasing 
extent state and local organizations. In every instance, however, ad¬ 
ministration is found to be organized along regional (watershed) lines. 

The contrast between city and regional planning which we have 
attempted to sketch may be summarized by saying that city p lannin g 
has been primarily concerned with community conservation through 
land use planning and control while the purpose of planning for regions 
has been economic progress through the development of natural re- 
resources. What Catherine Bauer calls an “iron curtain” has descended 
between city and resources planners. 7 Two different professions, two 
different vocabularies have grown up. Communication between them has 
become exceedingly difficult, and on the level of practical action there 
appears to be little coordination between schemes of regional and urban 
development. 

Now, coordination is no absolute value. It becomes valuable only 
where it furthers a particular objective. Thus, we may well ask whether 
regional planning as currently organized can achieve the end of sus¬ 
tained economic progress without taking explicitly into account the 
existence of urban centers and whether city planning in its present form 
can effectively achieve its purposes while ignoring the larger regional 
framework within which the city has to function. These questions have 
not as yet received adequate attention. 


The concept of the region as a tool for planning had its origin in the 
Great Depression. There had been forerunners, of course, such as the 
Regional Planning Number of the Survey Graphic in 1925, 8 and the 
writings of Benton MacKaye 9 but, as late as 1934, Hedwig Hintze 
could write in the Encyclopedia of the Social Sciences that “in the 
United States regionalism has never really appeared.” 10 To be sure, 
there existed many examples of metropolitan planning in New York, 
Boston, Washington, Chicago, Los Angeles and several of the other 
large American cities but, as we shall see, the “new regionalism” ex¬ 
plicitly rejected the metropolitan area as a logical unit for planning. 
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The new philosophy took hold especially in the South where plan¬ 
ning came to be looked upon as the truly dynamic aspect of regional¬ 
ism. 11 It was an essential particle of the regionalist’s fate that planning 
would provide the means toward the “rehabilitation of the people, 
toward the reconstruction of regional economy, toward increasing the 
region’s revenue to the nation as well as its own wealth, and toward 
general regional, cultural adjustment.” 12 The South saw in regional 
planning an opportunity to halt the decline of its resources and its 
people and to achieve what came to be vaguely referred to as “regional 
balance,” while yet maintaining its unique agrarian culture and tradition. 
Whether there was not, indeed, a conflict among these objectives is a 
question that was not apparently considered. 

The writers primarily responsible for elaborating on this concept of 
the planning region were teaching at Southern universities. 13 And the 
South, in their view, was indeed the archetype of a “true” region. It was 
identified with a distinctive “folk culture,” the region being “an ex¬ 
pression of the folk who occupy it and who give it a distinctive char¬ 
acter through their ‘natural’ extra-organized, extra-technological, and 
unrationalized ways of life.” 14 Folk culture, no doubt, was the cohesive 
bond that held a region together. But it was not sufficient for a defini¬ 
tion. The region was also a distinctive area because it possessed “the 
largest possible degree of homogeneity measured by the largest possible 
number of economic, cultural, administrative, and functional indices, 
for the largest possible number of objectives.” 15 Clearly, only a rural 
economy could, by any stretch of the imagination, be considered suffi¬ 
ciently “homogeneous” to qualify as a region. Though urbanization had 
made progress in the South, it had not yet drawn the focus of regional 
interest upon itself. 16 

An imagery of rural values still prevailed in the 1930’s. 17 Perhaps 
the most amazing document of the times is a collection of essays 
written by twelve Southern writers in which the issue was unambigu¬ 
ously posed: agrarian versus industrial society. 18 These essays turned 
into a vigorous defense of the “Southern way of life,” of traditionalism 
against what the authors called the “American or prevailing way,” 
against progressivism. Industry must never come to the South in large 
numbers; the South was to remain a separate cultural enclave, a sanc¬ 
tuary of leisurely culture in the “European” sense. 19 And when a few 
years later TVA set about to develop the great hydro-electric potential 
of the Tennessee River, even Fortune magazine in an otherwise sym¬ 
pathetic article expressed grave doubts that all of the energy produced 
by federal dams could ever be sold to industrial consumers. 20 
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Economic betterment in the South could be accomplished only by 
over-all planning—that, at least, was the current belief. Laissez-faire as 
a solution to the difficulties confronting the South was rejected as 
“futile and cruel.” 21 The New Deal provided the impetus for planning. 
And the homogeneous, natural region seemed to be ideally suited to 
the comprehensive planning approach. No one, it might be added, 
seemed to be especially surprised by this strange wedding between 
Southern rural conservatism (region) and Northern progressivism 
(planning). 22 

The National Resources Committee which sponsored an extensive 
study of the region for planning tried to avoid some of the pitfalls of 
the ideological approach taken by its Southern proponents. “Regional 
planning, the Committee stated, “is not an end in itself; rather it is an 
instrument for arranging certain things more successfully. It is a basis 
for action. It is a means for deriving sensible policies and programs, and 
it should be an aid in determining what kinds of devices are most 
suited to carrying out these policies and programs.” 23 But the ideology 
was in the air; it was pervasive, and it entered as an unconscious bias 
into the thinking of the Committee when it rejected the concept of the 
region based upon metropolitan influence: 


To construct regions which would adhere to cities rather than to 
the broader aspects of resources, economic patterns and regional 
interests is to place the emphasis upon one factor rather than the 
total region. Upon such a basis, regional planning tends to become 
an expanded form of city planning. On the other hand, it is by no 
means certain that planning has not arisen at least in part out of 
necessity of preserving local rural culture and resources against 
chaotic economic and social forces emanating from the city Even 
were cities themselves carefully planned, this would still be true for 
the city is an organism whose very nature places its nutritive proc¬ 
esses above larger regional considerations.” 24 


This was in 1935. In 1938, Lewis Mumford published his brilliant 
study on The Culture of Cities.- 5 While generally sympathetic to the 
Southern exponents of regional planning, he could not—and would not 
escape the basic fact that it was the city which gave a region its 
cultural vitality. Like his Southern brothers-in-arms, he thought he 
recognized the region as a “natural area.” But, he added, “to define 
human areas, one must seek, not the periphery alone but the center.” 26 
The city was thus a fact of the utmost geographic importance “for the 
urban center tends to focus the flow of energies, men, and goods that 
passes through a region, concentrating them, dispersing them, diverting 
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them, rerouting them, in short, exerting a close and controlling influence 
over the development of region as a dynamic reality.” 27 The city was 
viewed as analogous to the heart of the body: a controlling mechanism 
which pumps the life blood of energy, people, and commerce to all 
parts of the regional organism. 

Shortly after the appearance of Mumford’s book came the war, and 
with it began the sudden and startling rejuvenation of the American 
economy. Already by 1942 there were signs that the wind had shifted: 
the city was beginning to make an impression on the consciousness of 
the nation. In a challenging article, Louis Wirth proposed the metro¬ 
politan region as a planning unit. 28 That a restatement of the principles 
of metropolitan planning was necessary at this time only emphasizes 
the pervasive influence which the Southern School of regionalists had 
had on the spatial organization of planning. Wirth proposed that the 
immediate area constituting the region should be the area of daily 
intimate and vital interrelation between the city, its suburbs, and periph¬ 
ery and, further, that the region should be a unit “which takes ac¬ 
count of the city’s and its surrounding area’s place in the national and 
world economy.” 29 

Toward the end of the war there appeared a sharply critical article 
which attacked what it recognized as the rural traditionalist bias of 
regionalism on the grounds that it had failed to do justice to the facts 
of the technological revolution that was remaking America. “Regional¬ 
ism,” wrote Kollmorgen, “runs counter to the technological aspects of 
society which are universal and dominant and will eventually prevail 
over discordant folkways which regionalists may try to perpetuate.” 30 
Urbanism, to Kollmorgen, was the “wave of the future” that would 
sweep everything before its onrushing advance. 

But the rural values propounded by the regionalists derived from a 
hardy stock and would not die so easily. Two years after Kollmorgen’s 
incisive critique, and already well into the postwar era, a group of Yale 
University social scientists and planners resurrected the imagery of a 
natural region with its foundation in folk culture. 31 This time, however, 
the regionalists went beyond the traditional requirements of “geographic 
unities” and “homogeneous desires, attitudes, and wants,” and sug¬ 
gested a forceful analogy of the region with individual living organ¬ 
isms. 32 Living in one of the most urbanized, industrial “regions” in the 
United States, the authors of the Yale Report searched for a regional 
philosophy that would somehow conform to their urban experience. In 
“biologism” they found an adequate basis for their beliefs by which 



508 


JOHN FRIEDMANN 


they could challenge the mechanistic aspects of an urban society which 
they at once accepted and opposed. In this, they came very close to 
Lewis Mumford’s own interpretation a decade earlier. 

The Yale Report was perhaps the last outburst of the regional plan¬ 
ning ideology in this country. But it did not mean the end of regional 
research as such. Since 1947 a number of regional studies have been 
published which continue the long line of such studies first begun by 
the National Resources Planning Board in the 1930’s. The Economy of 
the South, sponsored by the United States Council of Economic Ad¬ 
visers, was one of these and a typical example of the difficulties that the 
older regionalists encountered. 33 The study included 13 Southern states, 
chosen on the basis of a “certain homogeneity in geography, popula¬ 
tion, climate, income, and history,” but especially because each of these 
states was felt to be vitally concerned “in the production of one or both 
of the two great cash crops which dominate the agriculture of the 
region, cotton and tobacco.” 34 But no sooner had they stated it, than 
the authors of the Report retracted this inclusive definition. “In fact,” 
they continue, “the problem of homogeneity arises almost as soon as 
more than one State is included if, indeed it does not arise within the 
borders of a single State.” 35 From a rigorous, scientific viewpoint a 
definition of the region according to homogeneous factors seemed rather 
a shaky one in 1949. 

A second important regional study dealt with the New England 
economy. 36 But here the problem of definition appeared in even a more 
striking form. While purporting to deal with the whole of the “region,” 
the report is actually preoccupied with southern New England, to the 
relative neglect of rural Maine, Vermont, and northern New Hampshire. 
Although in their statistics the authors were compelled to admit the 
basic north-south distinction inherent in the human geography of the 
region, they described New England elsewhere as an “old industrial 
community.” But surely this is no more than half of the story. The 
region turns out, in fact, to be two, divided among an even greater 
number of metropolitan spheres of influence. 

The very ambiguity of both these reports regarding the nature of 
their “regions” suggests that the old conceptions had become of doubt¬ 
ful value. A new regional order and a new kind of planning appeared in 
the making, an order based on “interdependence” instead of a spurious 
homogeneity. And again it was Louis Wirth who spoke out for the new 
concept. 37 In such a region, he wrote, “the component parts are not 
necessarily similar or identical but stand in a relationship of significant 
interdependence or integration of life in one or more respects. Such a 
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region finds difficulty in delineating its boundaries, but is more likely 
to have a salient or dominant center . . . .” 3S His article helped to clear 
the way to a view of regional planning that would be in greater ac¬ 
cordance with the facts of economic development. To an elaboration of 
this view we shall now proceed. 

It was primarily through the efforts of the Chicago school of sociolo¬ 
gists during the 1930’s—building on the pathbreaking work of Mc¬ 
Kenzie—that the concept of the metropolitan region as the logical unit 
for planning was developed and refined. 39 Concurrently with these 
studies at Chicago, the German geographer, Walter Christaller, sug¬ 
gested that any inhabited area would exhibit a certain structure of 
settlement which may be read as a hierarchy of central places standing 
in a mutually dependent relationship to each other. 40 The validity of 
Christaller’s rigid geometrical pattern of central places has been vari¬ 
ously questioned. 41 Its main influence, however, was to provide a new 
perspective on regionalism and regional structure. To the attentive 
reader it suggested an approach which by-passed the old problem of 
delineating homogeneous “folk-regions.” 

The first major advance beyond these pre-war researches was 
achieved in this country by Donald Bogue, who provided large-scale 
empirical evidence for the theory of metropolitan dominance advanced 
by McKenzie and offered aggregate measurements of metropolitan 
regional structure. 42 The next step in the development of metropolitan 
theory soon followed with an attempt to bring together the theories of 
regional structure as a system of central places (Christaller) and of 
metropolitan structure (Bogue). Rutledge Vining of the University of 
Virginia, in a highly stimulating paper, proposed to view the human 
landscape as an “inter-connected system of central places.” 43 Vining 
appeared to be strongly influenced in his theory by certain traffic flow 
maps he had seen for the United States. Indeed, his maps seemed clearly 
to indicate an hierarchical pattern of cities that transcended any “re¬ 
gional” boundaries and presented instead a picture of economic “flows” 
of different densities, joining one city to another. 

This novel view of the “region,” in effect, dispensed with the tradi¬ 
tional regional concept altogether. Rather, it pictured a system of cities 
having certain properties of stability, though individual units within the 
system might always be shifting. 44 Considerable support for this view 
can be found in the long-run trends of the American economy. 

An ever-increasing proportion of the total population lives today in 
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cities or on the periphery of cities. According to Bogue, 57 percent of 
the population in 1950 lived in the 162 metropolitan areas defined by 
the Census, and the proportion continues to rise with each year. 45 
Shift of population from rural to urban-metropolitan areas implicit in 
these figures is well portrayed in recent Census maps: popula¬ 
tion appears to move into clusters around a relatively small number of 
central places, and most of the rural countryside is becoming rapidly 
depopulated. Much of this growth during the past two decades occurred 
within the “rings” of metropolitan areas, however, rather than in cen¬ 
tral cities. 46 A rough picture of this important trend may be got by 
comparing the growth rates of urban and rural non-farm populations 
during recent decades. Between 1930 and 1950 urban population in the 
United States increased by 30 percent, contrasted with a 64 percent 
gain in the rural non-farm sector. 47 Most of this gain was in the suburbs. 



Fig. 1 . Traffic flow map, southeast United States, 1952: average daily volume 
of traffic on main routes with lines proportional to density of traffic. Source: 
United States Department of Commence. Bureau of Public Roads. 
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With a high concentration of population in cities and in the areas 
peripheral to them, central places also gained relatively in economic 
power. Transport and communications systems came increasingly to 
focus on the dominant cities. The traffic flow map reveals the striking 
instance of nodality” in the flow of the economy. 
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Population growth centering around cities must be viewed in the 
context of the upheaving changes in the American economy which have 
led to a progressive reduction of employment in farming and to a cor¬ 
responding increase of opportunities in manufacturing and other sources 
of employment. The full development of a system of cities is related to 
economic changes and the particular pattern to which it conforms is 
dependent on the stage of economic maturity which the economy has 
reached. With rapid industrialization, new non-farm jobs tend to become 
available at a faster rate in the larger cities of an area than elsewhere. 48 
And income changes, on the whole, parallel this movement of jobs to 
the large cities. 49 Economic development seems, indeed, to act in such 
a way as to enhance the possibilities of further growth at central 
places. 50 Not only does industrialization tend to improve the acces¬ 
sibility of an area by encouraging the provision of a wider variety of 
transportation services in the center, but it creates its own markets, 
tends to tip the balance of available capital for investment in favor of 
the city, and contribute to the progressive specialization of the labor 
force. 51 And once a pattern of urban settlement is established, its basic 
structure tends to perpetuate itself. 

As the larger cities become more heterogeneous, the smaller cities 
and communities within their sphere of influence become functionally 
more specialized. Some grow into “satellites” of the center, others into 
specialized service, industrial or market cities. While the center of 
economic power in this pattern is the metropolis, all the communities 
within its economic reach are mutually dependent upon one another 
and upon the metropolitan center in its turn. 52 

The emerging pattern of the economy—what Lampard calls its 
metropolitan phase 53 —is thus built up increasingly around the city 
region with its dense urban core, its less densely populated outer “ring” 
(population declining outward toward the periphery of this “ring” along 
the major routes of access), and its satellite communities. 54 With in¬ 
creasing industrialization the conditions for further rapid growth in city 
regions tend to improve, and the “links” between and among city 
regions—in terms of population flows and the flows of goods and 
communications—tend to be strengthened. There is increasing inter¬ 
dependency throughout, and the structure of the whole economy fends 
to become more precisely defined along functional lines. 

If this description of the spatial structure of a developing economy 
is substantially correct, we conclude that the city region has, in fact, 
become the basic areal unit for carrying out comprehensive develop¬ 
mental planning below the national level. It is a region defined by an 
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intricate pattern of economic and social interdependencies; it is, there- 
ore, a community” informed of certain common interests; and above 

° f socio ' economic Power for a broader geographic area 
The basic requirement for the existence of a city region is transporta- 
tion. Modern transportation facilities permit the outer “ring” to extend 
outward from the city core for about one hour’s driving distance along 
major lughways and connecting tributary roads. 55 Rapid transportation 
makes possible the ingathering of materials (e.g., lumber) from within 
this ‘ ring” as well as the distribution of goods to outlying points of 
consumption. And it enables individuals to commute freely to most 
places of employment within the city region which, in turn, permits a 
more rational ordering of residential, industrial, commercial, and rec¬ 
reational areas. Accessible and rapid transportation is the means by 
which the various sections of the city region are welded together into 
a unified whole; it is modem transportation which has made the citv 
region at all possible. 


In the past, regional planning in the United States has dealt primarily 
with the problem of resource development as a means for improving the 
economic welfare of people, while city planning has been mainly con¬ 
cerned with problems of land use control and circulation. Now we may 
argue that both of these functions—development and control—should 
be brought together in a common framework and that the logical 
framework for this purpose is the city region. 

The focus of economic development is thus shifted from a broader 
territorial basis and an emphasis on natural resources to the city region 
and an emphasis on metropolitan resources, such as transportation, 
space, and community organization. Given this focus, planning for the 
city region should proceed along two parallel courses of action: (1) in 
the direction of developing metropolitan resources with a view to en¬ 
couraging general economic prosperity; and (2) in the direction of 
controlling land use so as to create a pleasing, no less than an efficient 
environment for living. Thus conceived, the planning function should 
extend across the entire area dominated by the central city. 

The resources of most city regions in the United States are far from 
bemg fully developed. Yet the socio-economic reality of city regions will 
not be wholly attained until its resources have been brought to optimum 
productive levels. 

Transportation is perhaps the most strategic of these sources where 
it unfolds the locational advantages of the city region. It allows for 
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accessibility to the center and for rapid circulation among the various 
parts of the city region. Speaking in metaphor, we may say that trans¬ 
portation is the “nervous system 55 of a regional organism and is abso¬ 
lutely vital to its survival. It will influence both the structure and the 
efficient functioning of the city region as a center of economic develop¬ 
ment. Robert B. Mitchell, in the foreword to a study of accessibility in 
southeastern Pennsylvania, writes much in the same vein: 

“Our 20th century technology makes possible a close and rapid 
contact among all parts of a great metropolitan area. Distance need 
be measured no longer by miles, but by minutes and convenience. 
This is the one most powerful fact in shaping the nature and ar¬ 
rangement of the various metropolitan localities. The potential of 
each locality is largely determined by its accessibility to other parts 
of the region. In turn the prosperity of the region as a whole will 
be very much affected by the quality of its internal circulation 
system. 555 ' 6 

In improved internal transportation, Mitchell sees a way to “maxi¬ 
mize opportunities for the good life and for prosperity in the Region. 5 ’ 57 

Second in importance only to transportation, are the space resources 
of the region. It is true that both transportation and space have tradi¬ 
tionally been recognized as areas central to the concerns of city plan¬ 
ners, but they have seldom been looked upon as resources which may 
be developed to assist in the economic growth of a “region. 55 

Space is always in limited supply, modified as it is by its location, 
physical attributes, and the extent of man-made improvements on the 
land. It would be a radical mistake to believe that useful or “economic 55 
space in the area surrounding a central city is co-extensive with the 
total number of square miles of this area, simply because this area does 
not as yet appear to be densely settled. The techniques of land use 
planning, subdivision control, and zoning are becoming quite as neces¬ 
sary in the less inhabited areas of a region as within the crowded urban 
core itself. 58 

A third important resource of the city region is found in the organi¬ 
zation of its community life. As the city proper is itself often composed 
of different “neighborhoods, 55 and as these join with one another in the 
polity of city life, so does the city region form a “community 55 which is 
composed of a number of interrelated parts: the urban core, industrial 
“satellites, 55 “suburban 55 residential areas, village communities, and areas 
reserved for recreation and agricultural use. The economic integration 
of the city region will be expressed through the proper planning of its 
transportation and space resources, but it must be reflected in the social 
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integration of the city region as well. Social integration sets limits to the 
possible economic integration of regional life. No part of the city region 
can fully develop its potentialities except within this larger regional 
ramework. Functional differentiation compels the component parts of 
the region to strive for closer mutual ties and always greater interaction. 
It is the development of the city region as a truly urban community 

which assures to each component part its special advantages and re- 
sources. 


The basic spatial relations in an economy are found (1) between a 
central city and its surrounding region and (2) between one city region 
and another. The first type of relationship and its significance for plan¬ 
ning has been described in the foregoing section. The second type of 
relationship has greater relevancy for national planning. Differences in 
the level of economic development among larger socio-economic “re- 
P°" S ’ those defined b y the Census, are gradually disappearing 

ln , the . V mted States - 59 A truly national economy is emerging, with indi¬ 
vidual regions,” in the old sense, gradually losing their claims to 
special federal attention. Regional criteria of “need” are no longer as 
eterminmg to policy as criteria derived from purely national “needs.” 
Not only are the old regional differences in the United States disap¬ 
pearing but most of the more densely settled parts of the country may 
eventuafiy come within the influence of city regions. The landscape will 
be overlaKl widi a network of such regions, one region joined to the 
other. Donald Bogue came to a similar conclusion when he wrote: 

centm ma^nrrSi a f fUtU f ' ' ' ' the number of metropolitan 
centers may increase to such an extent that 65 miles will be the 

maxunum distance which most areas lie from a centrafcity and 

technological improvements in transportation may permit all com- 

murntms within this radius to participate directl/yfith the mehop- 

If this hypothesis is correct, and already it seems to hold true for 
arge sections of the country, attention in national planning will have to 
shift increasingly to the relations among city regions. Transportation 
assumes a major role in defining these relations, and the current high 
pitch of interest m express highways is indicative of this trend. 

In addition to planning for the city region and inter-regional relations 
special resource problems may arise from time to time which call for 
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a different areal organization than the one we have emphasized in this 
essay. In the case of power, water, or recreation resources, to cite some 
prominent examples, development may be organized on the basis of 
“functional 5 ’ regions. Such a region may consist of an integral number 
of city regions grouped together for the purpose of planning a single 
function. In view of the interlinked pattern of city regions emerging in 
the more densely populated parts of the country, this particular form of 
regional organization is one likely to be followed. There are other pos¬ 
sibilities, of course, where a functional region such as a watershed 
would cut across city regional boundaries or where several states would 
join in the solution of a mutual problem. But even here, the fact that 
city regions exist will loom large in planning considerations. 

Although as much as 90 percent of the total population of the 
country may eventually reside within city regions, there will be large 
areas of sparsely settled land that fall outside the immediate influence 
of central cities. Such areas as the Cumberland Plateau, the Blue Ridge 
Mountains, the Ozarks, the Great Lakes cut-over regions, parts of 
northern New England, and large sections of the Southwest and West 
fall in this category. They pose special planning problems due to the 
poverty of their populations and their limited resources. An extensive 
type of development through recreation, forestry, or grazing will ofen 
form the basic approach to these areas. They are regions characterized 
by special physical disadvantage for a more intensive development. They 
may be called “functional regions” when public policy addresses itself 
specifically to problems related to the development of their resources. 
However, the name is unimportant. What is important is the recogni¬ 
tion that special problems beset these areas; that they fall outside the 
existing pattern of city regions and thus outside the main stream of 
economic progress; and that only a small proportion of the country’s 
population will reside in them. 

Apart from these special areas, the United States economy maintains 
a definite spatial structure expressed in the pattern formed by city 
regions, and functional planning will usually be carried out successfully 
where it is closely related to this pattern, point for point. City regions 
are the nerve centers of economic life in an area. They are the seats of 
economic power where most of the population is concentrated, where 
most of the vital decisions affecting larger areas are made, and where 
the financial means are present for carrying these decisions into action. 
Any planning which ignores this primary fact about the spatial struc¬ 
ture of an economy must be judged unrealistic. 
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26. Some Criteria for a “Proper” 
Areal Division of 
Governmental Powers* 

Paul Ylvisaker 


i 

The purposes of this symposium, as I understand 
them, are two: a) to tackle the substantive problem of develop¬ 
ing a theory of the areal division of governmental powers; b) 
to do so in a way which will hopefully facilitate further and 
more systematic inquiry, not least in that tradition of empirical 
research and model-building which is so representative of 
American social science. These are some formidable assign¬ 
ments, and we can obviously do no more than nibble at them. 
My own efforts here will be, first: to identify the instrumental 
values which the areal division of power is presumed to realize, 
and the ultimate values in terms of which it must find its rea¬ 
son for being; second: to suggest a few criteria (or maxims) for 
dividing governmental power on an areal basis so that in fact 
this division realizes, or helps realize, both sets of values. 

ii 

At this very early point it is the better part of wisdom and 
honor to make a few qualifying remarks, and to state^a number 
of conditions which will be assumed; in short, to show how and 
why the argument will be biased and hedged. 

1. The argument deals with the areal division of powers as 
a working device of an already united state, not as an instru¬ 
ment of courtship to attract independent areas into a govem- 

* Reprinted from Arthur Maass, ed., Area and Power: A Theory of 
Local Government . 
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mental alliance. The results of the distinction are significant. 
To illustrate, a premium is likely to be placed—during what 
Professor Macmahon has called the “emergent” stage—on the 
assignment and legal guarantees of exclusive powers, whereas 
in the “mature” or “working” stage which we will be con¬ 
cerned with, the trend and proper emphasis is toward a shar¬ 
ing of power, worked out largely on a pragmatic and informal 
basis. 1 

2. By instruction of the editor, the argument assumes “a 
country much like the United States” (i.e., a democratic and 
industrialized state), though with a clean slate of areal institu¬ 
tions. It follows that the argument is, to that considerable ex¬ 
tent, culture-bound; and there would seem to be good reason 
for making it so. The ultimate test of governmental institu¬ 
tions is whether they express and help realize the basic values 
of the society they are intended to serve. World-wide, we are 
forced to recognize differentiated value systems; in the case of 
the fictional state in point, the argument assumes what are held 
to be the three basic values of the modem democratic state: 
liberty, equality, and welfare. 

To admit this much is not very painful, since it does no seri¬ 
ous damage to the analysis being developed: assume either a 
fixed set of eternal values, or any different set, and the mode of 
argument remains the same. 

But there is more to confess, which introduces a note of pro¬ 
vincialism and bias into the argument that ought to be recog¬ 
nized and allowed for. Try as I have to abstract myself from the 
limiting circumstance of intergovernmental relations in the 
United States, what follows is influenced by that experience, 
and may be nothing more than a selection and rationalization 
of what I believe to be its proper lessons and principles. In 
which case all we can do is hope that my reading of that experi¬ 
ence is not too far wrong, and that the lessons and principles 
are of some general validity. 

That much confessed, the remaining assumptions can be 
listed with but one further caution. The factors which appear 
in these assumptions are fuzzy and overlapping. For that rea¬ 
son, and because supporting research is so sadly lacking, it is 


AREAL DIVISION OF GOVERNMENTAL POWERS 


521 


impossible in most cases to identify these factors as either de¬ 
pendent or independent variables. All of which makes system¬ 
atic inquiry in this field inordinately difficult—and as I can 
now testify, frustrating in the extreme. 

3. A relatively mobile and undifferentiated society, experi¬ 
mental and pragmatic in its approach to governmental prob¬ 
lems, disposed to debate and compromise rather than to the 
use of force. 

4. Social and economic pluralism; or as John Fischer has put 
it, a society in which the elements of real power are in reason¬ 
able balance. 

5. A tradition of the rule of law, and a dedication to peace¬ 
ful change. 

6. Political tolerance or maturity to abide whatever attenua¬ 
tion of the governmental process there may be as a result of the 
areal division of powers. 

7. Economic capacity to afford whatever waste there may be 
in the fact of several governments rather than one. 

8. No unusual barriers to communication among the com¬ 
ponent areas, such as might be introduced by the language and 
race factor in South Africa, the physical isolation of Pakistan 
from East Pakistan, or the nationality question in some of the 
pre-War states of Central Europe. (“Usual” barriers—such as 
the current differences between North and South, suburb and 
central city, business and labor, rural and urban—are admitted 
as proper obstacles to the argument.) 

9. No such emotional, historical or mystical attachment to 
the areal division of powers as would create or preserve that 
division for its own sake. This is the one possible departure 
from our own cultural circumstance which the argument must 
necessarily make. It may be that the areal division of powers as 
we practice it in the United States is an obsolescent institution, 
kept because we are fond of it, used to it, and have the illusion 
it protects us from tyranny, poverty, and abuse. On an under¬ 
standing of man and the irrationality of his political process, 
we may want to return to these as reasons enough to justify the 
institution; for now, however, our working hypothesis is that 
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the areal division of powers is an effective part of a more ra- 
tional process. 

10. The existence of alternatives to the areal division of 
powers. A forceful argument can be made that there is no 
choice, that some form of an areal division of powers is inevi- 
table in any culture, and under any governmental system. The 
premise here, however, is that there are alternatives, ranging 
from systems (of estates, guilds, syndicates etc.) by which power 
is deconcentrated, to the slightest form of decentralization, 
under a unitary state with but tightly controlled administra¬ 
tive outposts. 

11. An area of free will in establishing and perfecting gov¬ 
ernmental institutions. This is to deny, but not disprove, the 
contention that the areal division of power is wholly a function 
of economic or other environmental conditions. 

All of which, I cheerfully admit, leaves the argument seem- 
ingiy very little to contend with. But given the scarcity and lack 
of direction of dispassionate inquiry in this field, we may still 
have accomplished something merely by identifying the vari- 
ab es that have to be dealt with, and by giving some sense of 
proportion and direction, if only by the simplest of analytical 
guides. And, to borrow a convenient “out’' from our colleagues 
in science, the complicating factors can always be introduced 
later. 


in 

Values Associated with the Areal Division of Governmental 
Powers. By one or the other protagonist—only occasionally by 
some dispassionate theorist—a variety of claims have been 
made on behalf of the areal division of governmental power. 
So far as I know, no one has ventured to present them all at 
once as part of a systematic brief or general theory; this, for 
two reasons, both worth noting. In the first place, most of what 
has been said on the subject has been provoked in the heat of 
battle over whether or not to adopt or keep some variety of the 
system. As a result, we have inherited a congeries of expedient 
claims, supported only by casual examples and fragmentary 
arguments chosen on the run, bearing very much the stamp of 
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what has been referred to as the “courtship” phase in the areal 
division of powers. 

Further, these claims have accumulated over time in three 
distinguishable layers, deposited by passing generations of ad¬ 
vocates and critics who have successively been concerned with 
the great values of liberty (the 18th Century), equality (the 
19th Century) and welfare (the 20th Century). Few efforts have 
been made to relate these categories of claims; I suspect most 
of us assume that if anything there is a strain of incompatibility 
among them, addressed as they are to vastly different times, 
needs, and ends. 

By a snip or two of the Procrustean shears, and the methodi¬ 
cal tactic of Linnaeus, one can assemble these claims in a dia¬ 
grammatic way which—without glossing over the inadequa¬ 
cies of this haphazardly accumulated rationale of an areal 
division of powers—makes the most of what plausibility and 
coherence there may be in it. But more important for our pur¬ 
pose, the diagram takes us an analytical step forward, by focus¬ 
sing on the ultimate criteria—the basic values of a given society 
—by which the areal division must be judged. And as well, the 
relevance and adequacy of any instrumental criteria or analyti¬ 
cal models we may hope to develop. 

To repeat, the diagram advances us one analytical step along 
our way by outlining the framework of values within which 
the areal division of powers is to be structured and judged. 
(Even so obvious a step as to admit again that there are other 
and more values to be served than “efficiency” should have the 
significant effect of flagging down some of us who under the 
immediate pressures of the administrative state are trying to 
build models and theoretical systems within the confines of 
that instrumental value alone.) 

But the diagram does nothing to establish the validity of the 
several claims. They are and remain only claims; all that can 
be said of them is that they are plausible enough to have con¬ 
vinced many passing generations of their validity (interest¬ 
ingly enough, with the single exception of “efficiency,” as wit¬ 
ness the democrat’s ever-ready apology for the Rube Goldberg 
character of his local institutions). How fragile the support 
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—specialization; 

—the availability and yardstick effect of 
paratiye costs. 
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for these claims actually is can be demonstrated by the ease 
with which arguments and evidence can be mustered against 
them. One could cite H. G. Wells and his devastating account 
of “democracy” in the English hamlet, or the well-documented 
charges against state government in this country which are so 
readily at hand. Any reader could without difficulty trace 
through the diagram and insert rebuttals to each of the con¬ 
tentions listed. 

This game of point and counterpoint is familiar, but not in 
all parts relevant; when over, and the smoke clears away, a 
number of conclusions regularly emerge which are material to 
the line of analysis being developed here. 

One, there is no quarrel over any of the listed values, either 
basic or instrumental. There would be over any attempt to 
weight them or otherwise establish priorities among them. 
That has not been tried here. Frankly, I don’t relish the task, 
don’t see how it can be done, and am inclined to dodge the 
problem for the moment by assuming the values in their dif¬ 
ferent categories to be of equal importance. Sooner or later, if 
a more precise theory or set of criteria is to be developed, some¬ 
one may have to face the problem more squarely than I have 
here. 

Two, all the listed values are compatible, but only if tem¬ 
pered, not maximized. A “maximum” of control can throw a 
monkey wrench into the machinery of government; a “maxi¬ 
mum” of participation can re-create the confusion of Babel. 
This tempering of values involves a process of balance, which 
suggests the applicability of some type of equilibrium analysis. 
But the problem of devising a workable model seems formid¬ 
able, to say the least; to begin with, there is lacking a unit of 
measurement or common denominator which can do for po¬ 
litical science what the dollar has done for economic theory. 

Three, we may assert that the areal division of powers helps 
realize the basic and instrumental values of our society, but we 
have no conclusive proof. We are fairly certain on the record 
that it does no serious damage to these values; we also know, if 
its effect is in fact positive, that this effect is only an incremental 
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one, reinforcing the influence of such other factors as the capi- 
division of powers, economic competition, and group ri¬ 
valry. 2 But we have no clue, even speculative, to the measure of 
this increment. 


xv 

Those Promised “Criteria.” Having shown that we do not 
know—and for a variety of methodological reasons, may have 
no way of knowing—precisely and for certain whether an areal 
division of power plays an effective role in helping realize the 
basic values of a given society, we may have reached something 
of a logical impasse in the attempt to make good the promise of 
a set of criteria for a “proper” areal division of governmental 
power. The only course open, I think, is to act on faith and 
venture some long intuitive leaps, observing as faithfully as 
possible the ground rules laid down in the sections above and 
moving in the general direction they indicate. 

The quest, to repeat, is for criteria which can fill the blank 
m the following sentence: “To the degree to which (this condi¬ 
tion, proposition, etc.) is satisfied, the areal division of govern¬ 
mental power will be a more effective means of realizing the 
basic values of liberty, equality, and welfare.” 

The following criteria are actually stated as maxims They 
seemed to come naturally in that form, and being so flagrantly 
subjective serve nicely as reminders of the shrouded process by 
which they came into being. Appended to each of these max¬ 
ims is a supporting set of assertions and explanations, which 
serve as connecting links with the line of argument developed 
in the preceding sections. There are many gaps: some of them 
I can see, and have neither the wit nor the data to do anything 
about. Some I have no doubt overlooked. 

MAXIM ONE: The areal division of powers should be con¬ 
cerned basically with what is meant by the phrase “the power 
to govern." The assignment of powers to component areas 
should in each case be a general one, covering the whole range 
of governmental functions, rather than a partial one related 
only to particular functions. 



AREAL DIVISION OF GOVERNMENTAL POWERS 


527 


I would admit only two possible exceptions, both justifying 
an exclusive grant to the central government: formal conduct 
of international relations, including the power to declare war; 
and control of the monetary standard. 

This maxim, if nothing else, reflects a trend which is a mat¬ 
ter of record and which we might as well recognize: away from 
the tradition of exclusive powers, toward a sharing (and hope¬ 
fully a harmonious exercise) of common powers. 

And there is logic in the trend. The semantics and legal fic¬ 
tions of exclusive allocations of powers do not accord with the 
“seamless web” of governmental operations in our times. They 
suggest boundaries where there are no boundaries, absolute 
distinctions where there are only relative ones; they invite 
spurious controversy and discord beyond the measure of “fric¬ 
tion,” which among the given values of our system would be 
their only possible justification. To coin an aphorism which 
implies a century of proof: “The Civil War began an era 
which, through the Kestnbaum Commission, we have finally 
recognized and sanctioned.” 

And more, if governmental action at each level is to be well 
conceived and effective; if the citizen is to be drawn as a whole 
person into participation (rather, I am tempted to add, than 
being drawn and quartered by the divisive effects of partial 
grants); and if the system of countervailing power is to have 
any meaning or vitality, then the concerns and the decisions 
which the component area can legitimately undertake ought to 
embrace the whole range of matters assigned to the govern¬ 
mental process by that society in its time. 

And if, as I suspect, the process of balancing and weighting 
the different values is so subjective and complex that it can be 
done only in the actual moment and act of choice by the indi¬ 
vidual himself, then the agenda ought to be set so that the full 
range of choice is before him. 

This maxim is not meant to exclude the whole variety of in¬ 
genious devices for getting specific things done in specific ways 
(e.g., TVA, Port of New York Authority, etc.). It assumes them, 
depends upon them, and by broadening the base of power from 
which they stem may even make them more effective. But it 
may also help curb what we have seen is a pathological aspect 
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of these special devices—to the extent, that is, that a broader 
grant of power to the component areas may make it unneces¬ 
sary to have so many of them, and to the extent that we stop 
trying to make of these devices what they are not, which is a 
vehicle for the whole process of government and a central 
claim on citizen participation. 

Finally, the grant of general power helps ensure the capacity 
of the areal components to survive and remain effective. As we 
know from the experience of the township, and perhaps of 
TVA, the specialized instrument tends to disappear over time, 
because of obsolescence and/or the lack of adequate resources 
of power and support. 

MAXIM TWO: The optimum number of levels among which 
to share the power to govern would seem to be three. 

Two is an invitation to abiding conflict and stymie, or at the 
other extreme to subordination and quiescence. 

At least in the American experience, the “third force” has 
been a dynamic factor in the interplay of governmental levels: 
the states in the early development of regulatory and adminis¬ 
trative service; the federal government during the Thirties; 
and I would nominate local (especially urban) government as 
the gadfly of the moment. 3 

If I have any doubt, it is about the “middle tier” which 
chronically seem to suffer in comparison with local and cen¬ 
tral governments, having neither the attachment of the one 
nor the prepossessing qualities of the other. Interest in it tends 
to be languid; 4 vitality and efficiency correspondingly drop off. 

Still, two further considerations reinforce the conclusion 
that a third force is nonetheless desirable: one, that two-level 
systems seem naturally to progress toward the establishment 
of a middle level; two, that the factors which tend to mini¬ 
mize interest in the American states are the very ones which 
prevent the states from operating as general instruments of 
government: restricted powers, inflexible constitutions, etc. 

I have an intuition against more than three levels, but no 
real argument or proof. Certainly there is an upper limit which 
would accommodate very few more than three. 
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MAXIM THREE: The component areas should be consti¬ 
tuted of a sufficient diversity of interests to ensure effective de¬ 
bate within each component and transcending communities of 
interest among the several components . This criterion marks 
the point beyond which one should not press the search for 
“natural” (i.e., homogeneous) communities to serve as juris¬ 
dictions for the component areas. 

This maxim represents at least an apparent break from the 
earlier assumptions of equal importance among the instru¬ 
mental values; it implies that debate has a higher priority than 
either efficiency (as conventionally talked about in the litera¬ 
ture of administration) or participation, loyalty, and interest 
(as thought to be more assured if governmental and especially 
social boundaries coincide). 

Actually the maximum may not stir up much of an incom¬ 
patibility between debate and the other values. No one has ever 
demonstrated, except by reference to exceptional cases, that 
participation, loyalty, and interest increase as political bound¬ 
aries more nearly coincide with “natural” social groupings or 
economic areas (the proposition might be tested in a very 
rough way, sometime, by simply checking the voting turn-out 
and other indices of participation in more homogeneous, as 
against more heterogeneous, constituencies). The fact may 
well be otherwise, as conflict arouses interest. And as we some¬ 
times too painfully have experienced, loyalty is as much gener¬ 
ated by the very creation and symbolism of boundary lines, as 
it is by whatever elements of alikeness these lines may happen 
to include. 

The matter of efficiency is a much tougher proposition to 
contest. The administrative logic of conformance between area 
and rational grouping is authoritative and compelling. But 
three things might be said in favor of the hint of heresy being 
suggested here. First, a search for a scheme of general adminis¬ 
trative areas has proved more disappointing than that for the 
Holy Grail; the perplexing map of special administrative areas 
in the United States is full testimony in itself. Second, to the 
extent that the administrative process is linked with the proc¬ 
ess of policy, and subordinate to it, it contains its own caution 
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that debate and a diversity of interest are among the conditions 
of its operating success. And if these arguments fall, the third 
stands on its own as an assertion: that to the degree there is an 
incompatibility, the value of debate is to be preferred.® 

This emphasis on the central importance of diversity of 
interests and debate as instruments of liberty and welfare does 
not have to be argued elaborately. If authority is wanted, we 
need only turn to Madison in the tenth Federalist and to John 
Stuart Mill; if pungency, we can return to H. G. Wells’s tren¬ 
chant piece on the vicious parochialism of “small” units. 

What may need support is the proposition that a diversity of 
interests within the component areas helps ensure a consensus 
which transcends these areas. The defense is simple enough, 
and is suggested in part by one of the physical laws of equilib¬ 
rium: If pressures within are equal to those without. . . . 
This condition of equilibrium, true, can be one of stymie as 
well as one of a facilitating consensus. But it provides at least 
the conditions necessary for competing groups in the society 
to form and reform the shifting alliances upon which we de¬ 
pend for the “ties that bind,” and for our system of imperma¬ 
nent and safe majorities. 

And one might as well offer as further evidence that part of 
the democratic myth—not unsupported by what we have come 
to know of the nature of man—which runs: “. . . argue it out, 
and you’ll end up friends.” 

The maxim says nothing about ensuring a diversity of in¬ 
terests among the three “levels” and among component units. 
These are essential conditions which I doubt we shall have to 
struggle to create; they will exist as soon as the areal division 
of powers is made, and two or more parties begin worrying 
about different customers and/or are made partners to one 
decision. 

The requirement of a diversity of interests will mean in 
practice larger (and therefore fewer) jurisdictions than we have 
become accustomed to. The change would be a happy one, if 
one accepts the many and persuasive arguments addressed to 
enhanced efficiency, responsibility, and citizen interest. Larger 
jurisdictions would also be more likely to have the expanded 
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financial and leadership resources which, if they are not neces¬ 
sary now, would certainly be necessary under the conditions we 
are positing. 

The resulting jurisdictions may still not be able to pay their 
own way. As long as their financial deficiencies are not so great 
as to cost them self-reliance and make them ineffective counter¬ 
vailing influences, I think we need not worry. The grant-in-aid 
has proved an effective remedy, with few harmful side-effects. 

MAXIM FOUR: The components should not as such be rep¬ 
resented in the legislatures of the higher levels. And it is an 
open question whether the areas of the components ought even 
to coincide with the legislative constituencies of the next 
higher level. 

The underlying purpose of this maxim is to provide further 
insurance against stymie and parochialism (history being re¬ 
plete with examples), and to maximize the fluidity and gen¬ 
erality of the process of government at the higher levels. 

The degree to which this maxim applies, varies inversely 
with the degree to which the component areas satisfy the cri¬ 
terion of a diversity of interests (Maxim Three). 8 

I would offer as a sub-maxim that the executive, if chosen 
independently of the legislature, should in every case be 
elected at large. And to retain the integrity of the executive 
process and to avoid unproductive competition with the pe¬ 
culiar role of leadership it represents, it might even follow that 
no legislative members should be chosen at large. 

MAXIM FIVE: Four processes affecting intergovernmental 
relations should be provided for: one, a process of last resort to 
settle intergovernmental disputes and questions of jurisdic¬ 
tion; two, a process (or processes) of intergovernmental co¬ 
operation; three, a process by which the several governments 
may act separately and independently, as well as in coopera¬ 
tion; and four, a process of organic change which can neither 
be dictated nor stopped by a minority of components. 

The first process is a logical necessity, which when admitted 
seems to bring back through the rear door what Maxim One 
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throws out the front—viz., grants of exclusive powers. Not en¬ 
tirely, though here we’re certainly hip-deep in semantics. To 
summarize the argument: each component is to be free to 
tackle the whole range of governmental problems as they affect 
its area (exceptions having been noted above). This is ad¬ 
mittedly a vacuous phrase, and will give rise to continuous 
dispute among the different governments. Ultimately, the dis¬ 
putes must be settled—and hence the need for a process of last 
resort. This need not be a legal process exclusively or even 
principally, although as Chief Justice Holmes once pointed 
out, the United States Supreme Court has demonstrated its 
real value m defining the jurisdictions of the states. Add to 
that the ingenuity of the interstate commerce and elastic 
clauses of the American constitution, which operate as conven- 
ient fictions and workable expressions of the ambivalence 
which is being deliberately sought after here. But the process 
may be even more informal; in the mature stage of the areal 
division of powers it will likely depend upon the practical dic- 
tes of governmental operations, the development of stand¬ 
ards, and a common sense ingrained of long experience. In any 
case, it should be emphasized, this process should be one of last 
resort; before being entered upon, a good deal of policy de- 
bate and administrative competition should be tolerated 
The second process is meant to exploit the whole variety of 

i (grantS ' in ' a ! d ’ CO ?P erative Programs, intergovern¬ 
mental planning and consultation) which have been developed 
within the multiple-government context of the modem demo¬ 
cratic state. The value of cooperation seems so obvious and 
fundamental as to need no defense in depth. But two things are 
worth special note: (a) as the Anderson-Weidner studies in 
Minnesota show, 7 perhaps the most significant factor in assur¬ 
ing intergovernmental cooperation in the United States is the 
link which has been, and almost inexorably will be, forged 
among officials and administrators of the different levels who 
are engaged m the same functions. The extent of this coopera¬ 
tion is obviously enlarged by the degree to which the compo¬ 
nents each operate over the whole range of governmental func¬ 
tions. And (b) while much more of the democratic tradition 
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enters into the pragmatism and responsibility which over time 
yield cooperation rather than conflict, the very participation 
of any one unit, rather than its exclusion, helps develop locally 
a sense of responsibility, and puts a premium on performance 
rather than inaction . 8 

The third proposition is the obverse of the second, and the 
necessary concomitant of several instrumental values: on the 
negative side, friction and countervailing power, which re¬ 
strain the higher levels and give each component a fighting 
chance of doing things in its own way. On the positive side, 
flexibility and the incentive of competition, to do things dif¬ 
ferently and better, or to do things which any given unit may 
think important though the others'do not. 

The fourth process is inserted to recognize the need for 
change and accommodation (a recognition to which the demo¬ 
cratic tradition owes much of its vitality and survival), and to 
give an instrument for change which will not make a mockery 
of the whole concept of the areal division of powers or violate 
beyond reason the integrity of the individual components. 

I need not add that the minority referred to should most 
likely be the residual of that “extraordinary” majority upon 
which we have come to rely for organic change. 

v 

Some Emerging Trends. As admitted earlier, this whole ana¬ 
lytical scheme builds heavily upon observations of American 
experience. Yet it does more than describe, for the maxims 
point well beyond the current development of American insti¬ 
tutions and practice. 

To illustrate and to impress the dimension of time un¬ 
mistakably upon the theoretical model, consider two current 
trends on the American scene: one, the emergence of metro¬ 
politan government; the other the dispersion of governmental 
and social power. In these two trends, one can find at least the 
hint of further maxims for the proper areal division of powers. 

A. The Emergence of Metropolitan Government: The ex¬ 
plosive growth of our population, its fall-out into a pattern of 
massive urban areas, and the congealing of these metropolises 
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into roughly distinguishable economic and social systems, are 
calling dramatic attention to one clear gap between maxim 
and practice. The lack of a general process of government at 
the metropolitan level, as Mr. Wood’s study shows, is a crucial 
missing link in the American system of areal division of pow¬ 
ers. That such a general process should be developed can be 
deduced from the theoretical framework outlined above. That 
sooner or later it will be developed seems dear from the grow¬ 
ing ferment in almost every American metropolis. Precisely 
how it will be brought into being is a practical question that 
tears us from the philosophical comforts of the long run, into 
the hard realities of institution-building in the here and now. 

The immediate question our 20th Century framers must 
face is a strategic one: whether to try heroically to create these 
general instruments of metropolitan government full-blown, 
or to move gradually toward them through intermediate tie- 
vices of limited scope and partial jurisdiction. My own hunch, 
very likely a reformist’s bias, is that public opinion is more 
favorable to a general and immediate solution than is turn- 
monly thought; and I can’t help wontiering what 17H7 might 
have led to, had the Founding Fathers played it cautiously, 
merely tinkering with the system in a "practical, functional" 


way . 


Be that as it may, much of the current agent la of at t ion seems 
committed to a gradualist philosophy anti the functional up 
proach. Query, is this functional approach incompatible with 
the development of a general process of government, anti there¬ 
fore inconsistent with the criteria so far established for an 
effective system of divided power? 

Even though it may represent the long and precarious way 
around, I think not— if the transitional phase is deliberate!), 
planned as such , and if the function selected as a first step to 
ward metropolitan government is chosen as the cornerstone of 
a more general system. Mr. Wood suggests that transmutation 
may be the most likely of these functions; another candidate 
might be the combination of zoning and planning, which 
strikes at an earlier phase of the community’s development. 
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evokes equal interest, and permits more general debate and 
control. 

Whatever function or set of functions is chosen, their ulti¬ 
mate purpose will be defeated if they are fashioned and survive 
entirely unto themselves. The least protection one can ask is 
that the law which creates these functional authorities be of 
limited term, that after, say, ten years the question be raised 
again and automatically whether they should be absorbed into 
a more general process of government. 

But to deal with the question of metrogovemment merely 
as one of timing and tactics is to oversimplify the problem and 
the process of institutional change in a given system (or model) 
of areally divided powers. For here, as in the physical world, 
we are dealing with forces in flow, with continuous adjust¬ 
ments and counter-adjustments, with successive imbalances, 
the resolution of one precipitating the next—all told, a process 
of equilibrium, but never a state of equilibrium. 

So it is with the development of metropolitan government. 
Metrogovemment in the long view appears to represent an in¬ 
exorable gathering of forces to overcome one imbalance in the 
system of areally divided powers; just as inevitably, one or 
more new imbalances will be created when the first is resolved. 

Almost certainly, the principal expression of this new im¬ 
balance will be adverse to the middle (state) level of govern¬ 
ment. (The national level will also be affected, but its equiva¬ 
lent time of trouble and major readjustment will not come 
until an analogous gathering of forces begins to produce a 
genuine international level of government.) 

Some states will escape the threat of demise by an exercise in 
definition, simply absorbing their metropolitan areas or other¬ 
wise becoming indistinguishable from them (as possibly 
Rhode Island, Connecticut and Hawaii). Others will contain 
the threat by adroit and positive gubernatorial leadership, 
and by liberalizing constitutions and revenue systems well in 
advance of metropolitan reorganization, so as to keep metro- 
government within a more or less familiar pattern of hier¬ 
archical state-local relations. Still others may delay the day of 
reckoning by a strategy of divide and conquer, exploiting lo- 
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cal differences of race and boundary in such a way as to forestall 
the rise of a politically self-conscious metropolitan community 
In all cases, of course, local eccentricities of history, geograplw 
po„« structure, and leadership „m greatly indued L o„£ 

But in no instance will the states emerge entirely unscathed 

Dolitirall^T ^ -° £ thC P° werful metropolis, becoming 
politically self-conscious and economically more self-suffi 

nre« Stateg 7 emments come under heavy competitive 
pressures. Unless states become fewer and larger unless thel 
overcome the inflexibilities and social lag which are now cte 
actensuc, unless , m short , they themselves develop as effective 

biks^ S to U th mtS ° f g ° Vernment > governors will bemking 
back seats to the new metromayors, legislatures will dance to 

the pipes of metropolitan political blocs, and the states mav 
wefl suffer in fan the lurking fate of all “middle levels^ 7 

the ne^rL 0 ^ 1 rV y dnWing the case in the extreme. Given 

can expect somethmg of a half-way house to be constructed 

To L L^tSf” me “ P ° 1U “ d ^ detu “ 
t* U a extent this reconciliation of extremes is accom 

capS m t0 that general moments with the 

capacity to govern are developed and perfected at all 

evels, Americans will have satisfied the "dynamic” criteria of 
The criteria which govern the mature system of an areal 

th» f 6 Dls P erston °f Governmental and Social Power and 
theEmergence of Nm Values: This corollary suture™a cCd 
and untnutable system predicated on the 
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ture. Obviously, the value structure will change over time; 
certainly so, if the past is any guide. 

Obviously, too, it hardly is given to any person in the pres¬ 
ent to talk confidently about emerging trends in value struc¬ 
ture; that job is one for the far historians. 

Still, some stab ought to be made in this direction to give a 
sense of the dynamics which govern—and which plague—sys¬ 
tematic political analysis of the sort being attempted here. 

One can start with the centrifugal effect on governmental 
and social power which our dedication to Liberty as a prin¬ 
cipal value has produced. This outward pull has not abated 
over time. I suspect that if some quantitative measure of it 
were possible, we would find a secular trend line almost as 
constant as that showing the increase in economic produc¬ 
tivity. Even the emergence of the later ‘‘great values” has not 
appreciably slowed the dispersive tendency: equality and 
welfare, each in its turn, have taken on the coloration of the 
first value, and if anything, have over time reinforced its 
effect. There has been a certain rhythm to the cycle by which 
this has taken place: as a new value appears, government is 
seized upon as an instrument to achieve it, and for a time 
power for that purpose is reassembled and concentrated; then, 
as the new value is recognized and the law adapted to its de¬ 
fense, power is again and further dispersed. 

This is perhaps but a variation on de Tocqueville’s vision 
of an “equalizing American democracy.” It differs in that 
it (a) ascribes the basic thrust to liberty as a value rather than 
equality; and (b) is not so quick to conclude that the ultimate 
effect may be to approximate a tyrannic Babel of mass medioc¬ 
rity. 

True, there are some disturbing evidences of what the dis¬ 
persion of power can bring. One of these, Reisman and Whyte 
have been pointing to in their recent jeremiads on organiza¬ 
tion society: a self-defeating attempt by an atomizing society to 
reproduce order via conformity, when suddenly that society 
becomes aware that its “separatenesses” are proliferating at a 
geometric rate. 

The other is reflected in the fragmentation of American pol- 
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itics and governing institutions. In response, political science, 
too, has produced its Jeremiahs ranging from the “strong 
two-party” phalanx who decry the localism of American pol¬ 
itics to those who, with Lippmann, are anguished by the grow¬ 
ing difficulty of assembling enough power to make firm deci¬ 
sions and long-range commitments in matters of public policy 
domestic no less than international. 


It there is this long-range tendency to dispersion of power 
what relevance does it have to the areal system and model we 
have been developing here? I see three points of relevance. 

O ne > Y e have to be aware of this dispersive trend as 
the moving and changing base upon which the system is con- 
s ™7 stru SS I | n g to achieve equilibrium. As with a constant 
shift m geological formations, those living on the surface must 
accept aid anticipate change. One of our maxims already does 
that: The growing measure of decentralization implicit in the 
broad grants of power to sub-national levels is itself a recogni- 

andpol'c ^ d * S P ers * on °f P ower throughout our society 

Will this dispersion continue?” is a question which shows 
a second order of relevance. It may not. Already, a fourth 
major value is appearing on the American scene which may 
counter the centrifugal effect on power which liberty has ex¬ 
ercised so long and so relentlessly. That value is Security. Its 
origins lie too obviously in the fact that we live now, as de 
ocquevillea century ago predicted we would, hard against 
the boundaries of hostile nations, not simply those of a chal- 
engmg Nature. If we should make security an operative ideal 
of our society, it will almost certainly exert a centripetal ef¬ 
fect on power; and though I personally would abhor the shift, 

JTl J 1 ! - We “ Uld achieve the same scientific dispassion 
which led Aristotle to prescribe for varying value systems, each 
to its oral perfection) argue for a restatement of the maxims 
to provide less generous allocations of power, and a more hier¬ 
archical arrangement among areal institutions. 

* a thi y d P° int of relevance > which returns us again 

to the shorter long-run.” Does the dispersion of power^e 
quire more of an institutional adaptation than our present 
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maxims provide? I think so; but I advance only an hypothesis 
which, had I more experience to go on, might develop into a 
maxim: 

To the extent that power is dispersed throughout a given 
social and political system, the institutional arrangements 
through which the areal division of powers is effected should 
within certain fixed limits, be simplified and executive lead¬ 
ership strengthened: i.e., fewer levels (to a minimum of three ); 
streamlined and more integrated executive agencies; smaller 
legislative bodies; fewer independent authorities, etc . 

If I have real uncertainty about this hypothesis, it is be¬ 
cause I am vaguely aware of falling prey to a psychological 
quirk which I have criticized in others: viz., attempting to 
impose order on a complexity which, if I properly understood 
it, I would the more appreciate. In short, the very reverse may 
actually be true: as power is dispersed, let institutions prolif¬ 
erate, and their character and function become more diffuse. 

What swings me to the other side are two arguments: 1) The 
struggle for civilization—all the way from building sidewalks 
to containing the Russians—places a premium on action, per¬ 
formance and decision. Not all of these can or should await 
the infinitely elongated process of “multiple consensus” to 
which we have been forced in our rabbit-hutch tradition of 
breeding governmental agencies. 2) We can afford a good deal 
of governmental simplification. Not only do we have a surplus, 
the dispersion of power itself is a counterbalancing device 
and an assurance not present in the days when we adopted the 
set we did against institutional simplicity. 


NOTES 

1. Arthur Macmahon (ed.). Federalism: Mature and Emergent (New 
York, 1955). 

2. One of the things one might ask of David Truman is that he push 
farther than he has into the relationship between his theory of groups and 
the areal division of governmental powers. His Governmental Process 
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(New York, 1951) almost wholly ignores the relationship, concentrating- 
instead (and characteristically, as Mr. Maass would note) on the more 
topical questions relating to the capital division of powers. Thus his chap- 
ters on Interest Groups and the Judiciary”; “The Ordeal of the Execu¬ 
tive ; . . . The Legislative Process”; “. . . The Administrative Proc- 
ess ; etc. 

3. I suspect there may be a rhythm in the process by which-over time- 
the several levels of government, singly or in pairs, wax and wane in then- 
relative dynamism and importance. And I have a hunch, too, that the de¬ 
termining or symptomatic element is the relative strength of executive 
leadership which obtains at any given moment as among the several levels. 
Whatever the cause, or whatever the pattern, the ebb and flow of relative 
strength is a vital part of any system of areally-divided powers, and worth 
some good research. 

4 This impression, a seemingly general one, is confirmed in an intrieu- 
mg htde poll reported recently by Belknap and Smuckler in the Spring, 
1956 issue of Public Opinion Quarterly. No more than 4% of either cate¬ 
gory of persons interviewed (Active, and Not Active in the Community! 
thought state problems more serious, interesting, and absorbing of atten- 
tion than local and national problems. Fair to say, however, that the re¬ 
sults might not have been so clear-cut had the questions been phrased dif¬ 
ferently. State problems,” etc., were left undefined, but were implied to 
be distmct-whereas very few governmental problems indeed can be dis¬ 
tinguished as being local, state, or national. But the very fact that so few 
are aware of the state's partnership in so many governmental activities, 
may be proof enough of the underlying contention. 

TTli f' f ^ eSpUe . this ^gument, and reserving comment about any govern¬ 
mental conclusions they may reach, I am intrigued by the effort of Doug¬ 
in 3 "! 0 - 1 and others to develop formulae for defining areas of commu¬ 
nity andmfluence Q. uarterl J> April 1955). This being a theoreti- 

c inquiry, I have claimed immunity from questions which would force 
me to apply the analysis in other than a descriptive way. But if pressed to 
name areas which would most happily express a balance' betweendiver" ty 

™LirT\ 0i mtereSt ’ 1 Would nominate river basins as areas of the 
, dl ® I f , ve ’ ^ rban transportation or trade areas for the local. And won- 
r whether the rural areas might not be left to tag along with the cities 

or to work directly through the middle level. 5 ' 

6. If pressed again to describe a practicable balance, I would vote for a 
bicameral legislature, the lower house chosen from constituencies which 
singly or m groups coincide in area with the component units, the upper 
house selected from larger constituencies which do not coincide. ^ 

7. Professors William Anderson and Edward Weidner have directed a 
survey of Intergovernmental Relations in the United States as Observed 
tn Minnesota, which includes 10 monographs. 
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8. Proof can be found, I think, in the study of intergovernmental rela¬ 
tions in Blue Earth County, Minnesota (Ylvisaker, “Intergovernmental 
Relations at the Grass Roots,” No. 7 in the Minnesota Intergovernmental 
Relations Series). The essential moral is retold as a short story in “The 
Battle of Blue Earth County” in Harold Stein (ed.). Public Administra¬ 
tion and Policy Development (New York, 1952). 


2j. The Organization of Government 
in .Metropolitan Areas: 

A Theoretical Inquiry* 


Vincent Ostrom, Charles M. Tiebout and Robert Warren* 


Allusions to the “problem of metropolitan 
government” are often made in characterizing 
the difficulties supposed to arise because a 
metropolitan region is a legal non-entity. From 
this point of view, the people of a metropolitan 
region have no general instrumentality of 
government available to deal directly with the 
range of problems which they share in common. 
Rather there is a multiplicity of federal and 
state governmental agencies, counties, cities, 
and special districts that govern within a 
metropolitan region. 

This view assumes that the multiplicity of 
political units in a metropolitan area is es¬ 
sentially a pathological phenomenon. The 
diagnosis asserts that there are too many 
governments and not enough government. The 
symptoms are described as “duplication of 
functions” and “overlapping jurisdictions.” 
Autonomous units of government, acting in 
their own behalf, are considered incapable of 
resolving the diverse problems of the wider 
metropolitan community. The political to¬ 
pography of the metropolis is called a “crazy- 
quilt pattern” and its organization is said to be 
an “organized chaos.” The prescription is re¬ 
organization into larger units—to provide “a 
general metropolitan framework” for gathering 
up the various functions of government. A 
political system with a single dominant center 
for making decisions is viewed as the ideal 
model for the organization of metropolitan 
government. “Gargantua” is one name for it , 1 


The assumption that each iinil of b*ml 
government acta independently without regard 
for other public interests in the itietmfwitt*§ 
community hm only a limited validity, IV 
traditional pattern of government in a nte Iren 
politan area with its multiplicity of 
jurisdictions may more appropriately he eon* 
oeived as a “polyeentrie political VyVm /' 1 
“Polycentrie” connotes many centers of V 
eiakm-making which are formally mdeprndenS 
of each other. Whether they actually 
independently, or instead constitute mi 
dependent system of relation^ J s , m 
question in particular caws. To the iVt 

they take each other into account in eoin$»e?n* 
tive relationships, enter into \nmm cost trm, 
tual and cooperative undertakings or h,*ve re, 
course to central mrchanbum to ov,ohe 
diets, the various political jumdirttofi;* m * 
metropolitan area may httiHum in n mhrn-m 
manner with conVtent and pmlwtobb 
terns of interacting behavior, Tm the mtouS 
that this is so, they may he said to function *.* 4 
"system." 

The study of government in 
areas conceived an a poi> centric |i*4itira{ 
system should precede any judgment that it m 
pathological. Both the structure and tli« 
behavior of the system need woitvV More 
any reasonable estimate cun tie made *jf tfu j**js 
formance in denting with fb* m»*ip» pnhW 
problems arising in a metropolitan tmnmtmtif 
Bitter analysis of him a metropolitan ii9t < * m 


Ostrom is Associate Professor of Political 
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, ' term “ taken from Robert C. Wood, 
The New Metropolis: Green Belts, Grass Roots 
or Gargantua- this Review, Vol. 52 (March, 
h pp ' 122 - Wood defines gargantua as 
the invention of a single metropolitan govern¬ 
ment or at least the establishment of a regional 


superstructure which {mints in that. <lkr> t,,« " 
We d« not argue the mw for (ng units r;» imitlt 
unit* a* Wood does m hi, dtwumtin of g.tgantU'* 
»*. grass roots, Rather, we argue that v*ri «u, 
scales of organisation may t«. approptHtr f; , r 

. w* 1 J nlW «’ «ervires i« » metropolitan 
We use this term for want of a hr u, t one At, 
alternative term might i». ”m.drin«i.-|...aed pd,t., 
cui system” We do not «.e "plumtmir VWft 
it has been preempted as a broader term rrfem«< 
to society generally and not to a j.oliji. *J ay » s „ w 
in p*rtfaut*r< 

Poly^mtm fmliMnil atr IiihiV I %m 

, bddt>fmito»|mhtnnTtw * 
m nqualiy npplirubb to tmuvml .i, 

wHw rmmreiii, regional udmMuaer*tom *4 

mtimiftl mud to » vmHf nt m rn% 


t Reprinted from the American Political Science Review, Vol. 55 , 
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governed can lead in turn to more appropriate 
measures of reorganization and reform. 3 

This paper is an initial effort to explore some 
of the potentialities of a polycentric political 
system in providing for the government of 
metropolitan areas. We view the “business” of 
governments in metropolitan areas as providing 
“public goods and services.” The first section of 
the paper will examine the special character of 
these public goods and services. 

We Shall then turn to an analysis of the prob¬ 
lems of scale in constituting the public organi¬ 
zations which provide them. This discussion 
seems relevant to an analysis of any political 
structure in a metropolitan area, and equally 
applicable to gargantua or to a polycentric 
political system. A brief reference will then be 
made to the problems of public organization in 
gargantua. Finally, patterns of organization in 
a polycentric political system will be analyzed 
with particular regard to the experience of the 
Los Angeles metropolitan area. 

I. THE NATURE OF PUBLIC GOODS 
AND SERVICES 

The conditions which give rise to public 
rather than private provision of certain goods 
and services are examined in this section. Three 
views of these conditions can usefully be dis¬ 
tinguished: (1) public goods arising from efforts 
to control indirect consequences, externalities 
or spillover effects; (2) public goods provided 
because some goods and services cannot be 
packaged; and (3) public goods consisting of 
the maintenance of preferred states of com¬ 
munity affairs. 

The Control of Indirect Consequences as 

3 By analogy, the formal units of government in 
a metropolitan area might be viewed as organiza¬ 
tions similar to individual firms in an industry. 
Individual firms may constitute the basic legal 
entities in an industry, but their conduct in rela¬ 
tion to one another may be conceived as having a 
particular structure and behavior as an industry. 
Collaboration among the separate units of local 
government may be such that their activities 
supplement or complement each other, as in the 
automobile industry’s patent pool. Competition 
among them may produce desirable self-regulating 
tendencies similar in effect to the “invisible hand” 
of the market. Collaboration and competition 
among governmental units may also, of course, 
have detrimental effects, and require some form 
of central decision-making to consider the interests 
of the area as a whole. For a comprehensive re¬ 
view of the theory of industrial organization see 
Joe S. Bain, Industrial Organization (New York, 
1959). 


Public Goods. The basic criterion traditionally 
offered for distinguishing between public and 
private affairs was formulated some years ago 
by John Dewey: “ . . . the line between private 
and public is to be drawn on the basis of the 
extent and scope of the consequences of acts 
which are so important as to need control 
whether by inhibition or by promotion.” 4 The 
indirect consequences of a transaction, which 
affect others than those directly concerned, can 
also be described as “externalities” or “spill¬ 
over effects.” Those indirectly affected are 
viewed as being external to the immediate 
transaction. Some externalities are of a favor¬ 
able or beneficial nature; others are adverse or 
detrimental. 

Favorable externalities can frequently be 
recaptured by the economic unit that creates 
them. The builder of a large supermarket, for 
example, may create externalities for the loca¬ 
tion of a nearby drugstore. If the builder of the 
supermarket also controls the adjacent land, 
he can capture the externalities accruing to the 
drugstore through higher rents or by common 
ownership of the two enterprises. From the 
builder’s point of view he has “internalized” 5 
the externalities. 6 

Where favorable externalities cannot be in¬ 
ternalized by private parties, a sufficient mech¬ 
anism to proceed may be lacking, and public 
agencies may be called upon to provide a good 
or service. A privately owned park, even with 
an admission charge, may not be able to cover 
costs. If the externalities in the form of the 
dollar value of a better neighborhood could be 
captured, such a park might be profitable. 

Unfavorable spillovers or externalities are 
another matter. The management of a refinery 
which belches out smoke has little incentive to 
install costly equipment to eliminate the 
smoke. Control or internalization of dis¬ 
economies usually falls upon public agencies. A 
function of government, then, is to internalize 
the externalities—positive and negative—for 

4 John Dewey, The Public and Its Problems 
(New York, 1927), p. 15. 

6 John V. Krutilla and Otto Eckstein, Multiple 
Purpose River Development: Studies in Applied 
Economic Analysis (Baltimore: The Johns Hopkins 
Press, 1958), p. 69 ff. Krutilla and Eckstein de¬ 
velop the concept of “internalizing” external 
economies as a criterion for determining scale of 
a management unit in the administration of water 
resources. 

6 In practice, shopping centers may also give 
favorable rents to large supermarkets as “traffic 
generators.” This recognizes the externalities they 
create. 
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those goods which the producers and consumers 
are unable or unwilling to internalize for them- 
selves, and this process of internalization is 
identified with the “public goods.” 

Not all public goods are of the same scale, 
bcale implies both the geographic domain and 
the intensity or weight of the externality. A 
playground creates externalities which are 
neighborhood wide in scope, while national de¬ 
fense activities benefit a whole nation—and 
affect many outside it. Thus, for each public 
good there corresponds some “public.” As 
John Dewey has formulated the definition, 

the public consists of all those who are affected 
by the indirect consequences of transactions to 
such an extent that it is deemed necessary to 
have those consequences systematically pro¬ 
vided for.” 7 The concept of the public is im¬ 
portant to later considerations in determining 
the criteria of scale appropriate to public 
organizations- 

Packageability. Public goods and services 
and, m turn, the functions of governments in 
metropolitan areas can be distinguished from 
private goods by a criterion commonly used by 
economists. A private good must be "package- 
able , i.e. .susceptible of being differentiated as 
a commodity or service before it can be readily 
purchased and sold in the private market, 
those who do not pay for a private good can 
then be excluded from enjoying its benefits, 
this notion is formulated by economists as the 
exclusion principle.”' In contrast with Dew¬ 
ey s formulation of the nature of public goods 
the exclusion principle focuses attention on the 
practicability of denying benefits. National 
defense, for example, will not be provided by 
private firms because, among other reasons, the 
citizen who did not pay would still enjoy the 
benefits. Furthermore, if citizens understate 
their preferences for defense—as by failing to 
build bomb shelters—on the assumption that it 
will be paid for by others, the result will be an 
inadequate provision for defense. 

Most municipal public goods such as fire 
and police protection, or the abatement of air 
pollution, are not easily packageable, either; 
they cannot be sold only to those individuals 
who are willing to pay.* This suggests two prob- 
lems for public organizations. 

First, private goods, because they are easily 
packageable, are readily subject to measure- 
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7 John Dewey, op. cit., pp. 15-16. 

•Richard Musgrave, The Theory of Public 
Finance (New York, 1959), esp. ch 1 

* Charles M. Tiebout, “A Pure Theory of 

0 rv!r p r^ u :t 8 ’” Journai ° } p ° m ^ w 

omy, Yol. 64 (October, 1956), pp. 416-24. 


ment and quantification. Public goods, by con¬ 
trast, are generally not so measurable. If more 
police are added to the force, output will pre¬ 
sumably increase. But how much, is a question 
without an exact answer. Moreover, when 
factors of production can be quantified in 
measurable units of output, the production 
process can be subject to more rigorous con- 
trols A more rational pricing policy is also 
possible. With quantifiable data about both 
input and output, any production process can 
be analyzed and the performance of different 
nmdes of production can be compared for their 
efficiency. Rational control over the produc¬ 
tion and provision of public goods and services 
therefore depends, among other things, upon 
the development of effective standards of meas¬ 
urement; this gets into the allocation of joint 
costs as well as of joint benefits. 

A second, closely related, problem arises in 
the assessment of costs upon persons who can 
benefit without paying directly for the good. 
Only public agencies with their taxing powers 
can seek to apportion the costs of public goods 
among the various beneficiaries. The scale 
criterion of political representation, discussed 
below, takes account of how this difference 
between private and public goods affects the 
organization of public agencies. 

Public Goods as the Maintenance of Preferred 
states of Community Affairs. The exclusion 
principle provides a criterion for distinguishing 
most public goods from private, but it does not 
as commonly stated, clarify or specify the con¬ 
ditions which determine the patterns of organ¬ 
ization in the public service economy. However, 
by viewing public goods as “the maintenance of 
preferred states of community affairs,” we may 
introduce a modified concept of packageability, 
one that is amenable to some measurement and 
quantification, and that therefore may be more 
helpful m clarifying criteria for the organization 
ot public services in metropolitan areas. The 
modification consists in extending the exclusion 
principle from an individual consumer to all 

boundarie tantS ^ ar6a w * thin designated 

The concept can be illustrated on a small 
scale m the operation of a household heating 
system which uses conveniently measurable 
units of inputs. However, the household tem¬ 
perature it maintains is a joint benefit to the 
family and a marginal change in family size 
will have no material effect upon the costs of 
maintaining this public good for the family. 

^et since the family good derived from it is 
effectively confined to the household, outsid¬ 
ers are excluded and there are no substantial 
spillover effects or externalities for them. The 
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family good is not a public good in the larger 
community. So household heating is treated as 
a private, good in most communities. Similarly, 
a public good on a neighborhood or community 
scale can be viewed as “packaged” within ap¬ 
propriate boundaries so that others outside the 
boundaries may be excluded from its use. In 
this way, in some communities adjacent to 
New York C'ity, for example, the use of parks 
and beaches is restricted to local residents 
whose taxes presumably support these recrea¬ 
tion facilities. 

Wherever this is practicable, the analogy of a 
household as a ‘‘package” for an atmosphere 
with a controlled temperature may be gen¬ 
eralized and applied to the maintenance of a 
desired state of affairs within particular local 
government boundaries. Just as the tempera¬ 
ture and the cost of heating can be measured, so 
it may he possible to develop direct or closely 
approximate measures both of a given state of 
community affairs resulting from the produc¬ 
tion of many public goods and services and also 
of the costs of furnishing them. An air pollution 
abatement program, for example, may be 
measured by an index of quantities of various 
pollutants found in air samples, (liven costs of 
abatement, some preferred tolerance levels 
may then be specified. 

Similarly, any community has a “fire loss 
potential," defined as the losses to lx* expected 
if no provision for fire protection is made. The 
difference between this potential and the actual 
fire losses is then the output or “production” 
of the fire protection service, and the net fire 
loss can he termed the “state of affairs” in that 
community with respect to fire losses. Fire 
protection, of course, does not eliminate, but 
only reduces fire losses. Any effort at complete 
elimination would probably be so expensive 
that, t he costs would greatly exceed the. benefits. 
The “preferred’ 1 state of affairs is some optimal 
level of performance where benefits exceed 
costs. The provision of a community fire de¬ 
partment as a public good can thus be viewed 
as the maintenance of a preferred state of 
affairs in fire protection for that community, 
and the benefits can ordinarily be confined to 
Its residents, 

Police protection can be regarded in the name 
way. The traffic patrol, for example, operates 
to optimize the flow of traffic wdiile reducing 
the losses to property and injury to persons. 
Even if perfect control were possible, the costs 
would be so great that the preferred state of 
affairs in police protection would be something 
less, 

It must be acknowledged, however, that in 


the case of police protection and many other 
public services, in contrast, say, with garbage 
collection or air pollution abatement, the per¬ 
formance level or net payoff is much more 
difficult to measure and to quantify. Proximate 
measures such as the gross number of arrests for 
different types of offenses per month or per 
10,000 population annually have little meaning 
unless considered in relation to various condi¬ 
tions existing in the community. Decision¬ 
makers consequently may be forced, for want 
of better measurements, to assume that the 
preferred state of affairs is defined as a balance 
between the demands for public services and 
the complaints from taxpayers. 

While the output of a public good may not be 
packaged this does not of course mean that its 
material inputs cannot be. The preferred state 
of affairs produced by mosquito spraying is en¬ 
joyed by the whole community, while spraying 
supplies and equipment are readily package- 
able. Mosquito spraying, that is to say, can be 
produced by a private vendor under contract 
to a public agency. 

This illustrates an important point, that the 
production of goods and services needs to be 
distinguished from their provision at public 
expense. Government provision need not in¬ 
volve public production- -indeed, at some stage 
in the sequence from raw materials to finished 
products virtually every public good, not al¬ 
ready a natural resource, is of private origin. So, 
a public agency by contractual arrangements 
with private firms - or with other public agen¬ 
cies -can provide the local community with 
public services without going into the business 
of producing them itself. 

Whim the desired performance level or the 
net payoff can be. specified by a measurable 
index, an element of rigor can be introduced to 
assure substantial production controls in pro¬ 
viding a public good, even where the produc¬ 
tion itself is the function of a separate 4 agency or 
entrepreneur. The producer (‘.an be held ac¬ 
countable for maintaining affairs within certain 
tolerances, and the agency responsible for pro¬ 
viding the service can ascertain the adequacy 
of performance. Advances in the measurement 
and quantification of performance levels in the 
public service economy will consequently per¬ 
mit much greater flexibility in the patterns of 
organization for the production and provision 
of public goods and services. 

If Dewey’s definition is extended to include 
“events” generally rather than being limited to 
“acts” or to “transactions” among actors, his 
formulation is consistent with the conception 
of public goods as the maintenance of preferred 
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states of affairs. 10 Public control seeks to in¬ 
ternalize those events, viewed as consequences 
which impinge directly and indirectly upon 
diverse elements in a community, in such a way 
that adverse consequences will be inhibited and 
favorable consequences will be promoted. 

In the final analysis, distinctions between 
private and public goods cannot be as sharply 
made in the world of human experience as this 
analysis might imply. In part, the technical 
character of specific goods influences the degree 
of differentiation or isolability that character¬ 
izes their distribution and utilization. Vege¬ 
tables and landscapes cannot be handled in the 
same way. Many private goods have spillover 
effects such that other members of the com¬ 
munity bear some portion of the benefits and 
losses, whatever the degree of public regulation. 
In every large community most people philoso¬ 
phically accept some of the costs of bigness— 
air pollution, traffic congestion, noise, and a 
variety of inconveniences—on the assumption 
that these are inevitable concomitants of the 
benefits that derive from living in a metropo¬ 
lis. 

II. SCALE PROBLEMS IN PUBLIC ORGANIZATION 

Viewing the boundaries of a local unit of 
government as the “package” in which its 
public goods are provided, 11 so that those out¬ 
side the boundaries are excluded from their use, 
we may say that where a public good is ade¬ 
quately packaged within appropriate bounda¬ 
ries, it has been successfully internalized. Where 
externalities spill over upon neighboring com¬ 
munities, the public good has not been fully 
internalized. 

In designing the appropriate “package” for 
the production and provision of public goods 
several criteria should be considered. Among 
these are control, efficiency, political represen¬ 
tation and self-determination. Needless to say, 
they are sometimes in conflict. 

The Criterion of Control. The first standard 
applicable to the scale of public organization 
for the production of public services requires 

10 Op. cit., pp. 4-5. Dewey’s use of the te^ms 
“acts” and “transactions” implies that only social 
behavior is contemplated in public action. But 
physical events, e.g., floods, may also become 
objects of public control. 

11 See the discussion of “district boundaries and 
the incidence of benefits” in Stephen C. Smith, 
“Problems in the Use of the Public District for 
Ground Water Management,” Land Economics , 
Vol. 32 (August, 1956), pp. 259-269. 


that the boundary conditions 12 of a political 
jurisdiction include the relevant set of events 
to be controlled. Events are not uniformly 
distributed in space; rather, they occur as sets 
under conditions such that boundaries can be 
defined with more or less precision. Rivers flow 
in watershed basins, for example. Patterns of 
social interaction are also differentially dis¬ 
tributed in space and boundaries can generally 
be defined for them too. In other words, all 
phenomena can be described in relation to 
specifiable boundary conditions and the crite¬ 
rion of control requires that these be taken into 
account in determining the scale of a public 
organization. Otherwise the public agency is 
disabled in regulating a set of events in order to 
realize some preferred state of affairs. If the 
boundaries cannot be suitably adjusted, the 
likely result is a transfer of the governmental 
function to a unit scaled to meet the criterion 
of control more adequately. 

Pasadena, for example, is subject to severe 
smog attacks, but the city’s boundary condi¬ 
tions do not cover an area sufficient to assure 
effective control of the appropriate meteoro¬ 
logical and social space that would include the 
essential variables constituting the “smogi- 
sphere” of Southern California. None of the 
separate cities of southern California, in fact, 
can encompass the problem. Instead, county 
air pollution control districts were organized 
for the Los Angeles metropolitan community. 
The failure even of these counties to meet ade¬ 
quately the criterion of effective control has 
led the California state government to assume 
an increasingly important role in smog con¬ 
trol. 

The Criterion of Efficiency. The most efficient 
solution would require the modification of 
boundary conditions so as to assure a producer 
of public goods and services the most favorable 
economy of scale,, as well as effective control. 
Two streams with different hydrologic char¬ 
acteristics, for example, might be effectively 
controlled separately; but, by being managed 
together, the potentialities of one may comple¬ 
ment the other. This has certainly been the 
case in Los Angeles’ joint management of the 
Owens River and the Los Angeles River by 
making one the tributary of the other through 
the 300-mile Los Angeles Aqueduct, skirting 
the Sierras. Joint management permits a greater 

12 The boundary conditions of a local unit of 
government are not limited to the legally deter¬ 
mined physical boundaries but should include 
reference to extra-territorial powers, joint powers, 
etc. 
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joint payoff in recreational facilities and water 
and power production. 

Other factors such as technological develop¬ 
ments and the skill or proficiency of a labor 
force can bear upon efficiency as a criterion of 
the scale of organization needed. If machinery 
for painting center stripes on city streets can 
only be efficiently used on a large scale, special 
arrangements may be required to enable several 
small cities to act jointly in providing such a 
service. The same may be true in the utilization 
of uncommon and expensive professional skills; 
and it accounts for the fact that mental institu¬ 
tions and prisons are apt to be state rather than 
municipal undertakings. 

The Criterion of Political Representation. An¬ 
other criterion for the scale of public organiza¬ 
tion requires the inclusion of the appropriate 
political interests within its decision-making 
arrangements. The direct participants in a 
transaction are apt to negotiate only their own 
interests, leaving the indirect consequences or 
spillover effects to impinge upon others. Third- 
party interests may be ignored. Public organiza¬ 
tions seek to take account of third-party effects 
by internalizing the various interests in render¬ 
ing public decisions and in controlling public 
affairs. Specification of the boundary or scale 
conditions of any political jurisdiction is im¬ 
portant in determining the set of interests 
which are to be internalized within the organiza¬ 
tion. 

In considering the political design of a public 
organization three elements of scale require 
consideration. The scale of formal organization 
indicates the size of the governmental unit 
which provides a public good. The public , as 
noted above, consists of those who are affected 
by its provision. The political community can be 
defined as those who are actually taken into 
account in deciding whether and how to provide 
it. Those who are affected by such a decision 
may be different from those who influence its 
making. An ideal solution, assuming criteria of 
responsibility and accountability consonant 
with democratic theory, would require that 
these three boundaries be coterminous. Where 
in fact the boundary conditions differ, scale 
problems arise. 

If both the direct and indirect beneficiaries 
of a public transaction are included within the 
domain of a public organization, the means are 
in principle available for assessment of the cost 
of public control upon the beneficiaries. Except 
where a re-distribution of income is sought as a 
matter of public policy, an efficient allocation of 
economic resources is assured by the capacity 
to charge the costs of providing public goods 


and services to the beneficiaries. 13 

The public implicated in different sets of 
transactions varies with each set: the relevant 
public for one set is confined to a neighborhood, 
while for another the relevant public may be 
most of the population of the globe. Between 
these two extremes are a vast number of poten¬ 
tial scales of public organizations. Given certain 
levels of information, technology, communica¬ 
tion, and certain patterns of identification, a 
scheme might be imagined which had an ap¬ 
propriate scale of public organization for each 
different public good. As these conditions and 
circumstances change, the scale of the public 
for any set of transactions should be altered 
correspondingly. If it is not, what then? 

Where the political community does not con¬ 
tain the whole public, some interests may be 
disregarded. A city, for instance, may decide to 
discharge its sewage below its boundaries, and 
the affected public there may have no voice in 
the decision. On the other hand, where the 
political community contains the whole public 
and, in addition, people unaffected by a trans¬ 
action, the unaffected are given a voice when 
none may be desired. Capricious actions can 
result. The total political community in a city 
of three million population may not be an ap¬ 
propriate decision-making mechanism in plan¬ 
ning a local playground. 

Nevertheless, the statement that a govern¬ 
ment is “too large (or too small) to deal with a 
problem” often overlooks the possibility that 
the scale of the public and the political com¬ 
munity need not coincide with that of the 
formal boundaries of a public organization. 
Informal arrangements between public organ¬ 
izations may create a political community 
large enough to deal with any particular public’s 
problem. Similarly, a public organization may 
also be able to constitute political communities 
within its boundaries to deal with problems 
which affect only a subset of the population. It 
would be a mistake to conclude that public 
organizations are of an inappropriate size until 
the informal mechanisms, which might permit 
larger or smaller political communities, are 
investigated. 

Seen in relation to the political community, 
the scale of formal public organizations merely 
specifies the formal boundaries. Since the 
feasible number of governmental units is 

13 This factor might be separately characterized 
as a criterion of equitable distribution of costs and 
benefits, but we have chosen to consider it here in 
the context of political representation. 
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limited when compared to the number of public 
goods to be provided, a one-to-one mapping of 
the public, the political community and the 
formal public organization is impracticable. 
Moreover, the relevant public changes. Even if, 
at one time, formal public organizations, politi¬ 
cal communities and the publics were coter¬ 
minous, over time they would become dislo¬ 
cated. As a result, public organizations may (1) 
reconstitute themselves, (2) voluntarily co¬ 
operate, or, failing cooperation, (3) turn to 
other levels of government in a quest for an 
appropriate fit among the interests affecting 
and affected by public transactions. 

The Criterion of Local Self-Determination. 
The criteria of effective control, of efficiency 
and of the inclusion of appropriate political 
interests, can be formulated on general theo¬ 
retical grounds, but their application in any 
political system depends upon the particular 
institutions empowered to decide questions of 
scale. The conditions attending the organiza¬ 
tion of local governments in the United States 
usually require that these criteria be controlled 
by the decisions of the citizenry in the local 
community, i.e., subordinated to considerations 
of self-determination. 

The patterns of local self-determination 
manifest in incorporation proceedings usually 
require a petition of local citizens to institute 
incorporation proceedings and an affirmative 
vote of the local electorate to approve. Com¬ 
mitments to local consent and local control 
may also involve substantial home rule in deter¬ 
mining which interests of the community its 
local officials will attend to and how these 
officials will be organized and held responsible 
for their discharge of public functions. 

Local self-government of municipal affairs 
assumes that public goods can be successfully 
internalized. The purely “municipal” affairs of 
a local jurisdiction, presumably, do not create 
problems for other political communities. Where 
internalization is not possible and where control 
consequently, cannot be maintained, the local 
unit of government becomes another “interest” 
group in quest of public goods or potential 
public goods that spill over upon others beyond 
its borders. 

The choice of local public services implicit in 
any system of self-government presumes that 
substantial variety will exist in patterns of 
public organization and in the public goods 
provided among the different local communities 
in a metropolis. Patterns of local autonomy and 
home rule constitute substantial commitments 
to a polycentric system. 


III. PUBLIC ORGANIZATION IN GARGANTUA 

Since all patterns of organization are less than 
perfectly efficient, responsive or representative, 
some consideration should be given to the prob¬ 
lem of organizing for different types of public 
services in gargantua, in contrast to the prob¬ 
lems in a polycentric political system. This 
brief discussion will only touch on theoretical 
considerations involved in organizing diverse 
public services in the big system. 

Gargantua unquestionably provides an ap¬ 
propriate scale of organization for many huge 
public services. The provision of harbor and 
airport facilities, mass transit, sanitary facilities 
and imported water supplies may be most ap¬ 
propriately organized in gargantua. By defini¬ 
tion, gargantua should be best able to deal with 
metropolitan-wide problems at the metropolitan 
level. 

However, gargantua with its single dominant 
center of decision-making, is apt to become a 
victim of the complexity of its own hierarchical 
or bureaucratic structure. Its complex chan¬ 
nels of communication may make its adminis¬ 
tration unresponsive to many of the more lo¬ 
calized public interests in the community. The 
costs of maintaining control in gargantua’s 
public service may be so great that its produc¬ 
tion of public goods becomes grossly inefficient. 

Gargantua, as a result, may become insensi¬ 
tive and clumsy in meeting the demands of 
local citizens for the public goods required in 
their daily life. Two to three years may be re¬ 
quired to secure street or sidewalk improve¬ 
ments, for example, even where local residents 
bear the cost of the improvement. Modifications 
in traffic control at a local intersection may 
take an unconscionable amount of time. Some 
decision-makers will be more successful in 
pursuing their interests than others. The lack 
of effective organization for these others may 
result in policies with highly predictable biases. 
Bureaucratic unresponsiveness in gargantua 
may produce frustration and cynicism on the 
part of the local citizen who finds no point of 
access for remedying local problems of a public 
character. Municipal reform may become 
simply a matter of “throwing the rascals out.” 
The citizen may not have access to sufficient 
information to render an informed judgment at 
the polls. Lack of effective communication in 
the large public organization may indeed lead 
to the eclipse of the public and to the blight of 
the community. 

# The problem of gargantua, then, is to recog¬ 
nize the variety of smaller sets of publics that 
may exist within its boundaries. Many of the 
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interests of smaller publics might be properly 
negotiated within the confines of a smaller 
political community without requiring the at¬ 
tention of centralized decision-makers con¬ 
cerned with the big system. This task of recog¬ 
nizing the smaller publics is a problem of “field” 
or “area” organization. The persistence of 
bureaucratic unresponsiveness in the big sys¬ 
tem, however, indicates it is not easily resolved. 
Large-scale, metropolitan-wide organization is 
unquestionably appropriate for a limited num¬ 
ber of public services, but it is not the most 
appropriate scale of organization for the provi¬ 
sion of all public services required in a me¬ 
tropolis. 

IV. PUBLIC ORGANIZATION IN A POLYCENTRIC 
POLITICAL SYSTEM 

No a priori judgment can be made about the 
adequacy of a polycentric system of govern¬ 
ment as against the single jurisdiction. The 
multiplicity of interests in various public goods 
sought by people in a metropolitan region can 
only be handled in the context of many different 
levels of organization. The polycentric system 
is confronted with the problem of realizing the 
needs of wider community interests or publics 
beyond the functional or territorial bounds of 
each of the formal entities within the broader 
metropolitan region. The single jurisdiction, 
in turn, confronts the problem of recognizing 
and organizing the various subsidiary sets of 
interests within the big system. It is doubtful 
that sub-optimization in gargantua is any 
easier to accomplish than supra-optimization 
in a polycentric political system. 

The performance of a polycentric political 
system can only be understood and evaluated 
by reference to the patterns of cooperation, 
competition and conflict that may exist among 
its various units. Cooperative arrangements 
pose no difficulty when joint activities produce 
a greater return to all parties concerned, if the 
appropriate set of public interests are ade¬ 
quately represented among the negotiators. A 
contractual arrangement will suffice. As a re¬ 
sult, this discussion of the behavior of a poly¬ 
centric political system will focus upon the 
more difficult problems of competition, of con¬ 
flict and its resolution. If a polycentric political 
system can resolve conflict and maintain com¬ 
petition within appropriate bounds it can be a 
viable arrangement for dealing with a variety 
of public problems in a metropolitan area. 

Competition. 1 * Where the provision of public 

14 This analysis is confined to competition be¬ 
tween units of government and makes no refer- 


goods and services has been successfully in¬ 
ternalized within a public jurisdiction, there 
are no substantial spill-over effects, by defini¬ 
tion. In such circumstances there need be no 
detrimental consequences from competition in 
the municipal services economy. Patterns of 
competition among producers of public services 
in a metropolitan area, just as among firms in 
the market, may produce substantial benefits 
by inducing self-regulating tendencies with 
pressure for the more efficient solution in the 
operation of the whole system. 

Variety in service levels among various in¬ 
dependent local government agencies within a 
larger metropolitan community may give rise 
to a quasi-market choice for local residents in 
permitting them to select the particular com¬ 
munity in the metropolitan area that most 
closely approximates the public service levels 
they desire. Public service agencies then may 
be forced to compete over the service levels 
offered in relation to the taxes charged. Such 
competition, however, would only be appropri¬ 
ate for those public goods which are adequately 
internalized within the boundaries of a given 
political jurisdiction. 

Conditions amenable to competition nor¬ 
mally exist among local units of government 
where a number of units are located in close 
proximity to each other and where information 
about each other’s performance is publicly 
available. Information can lead to comparison 
and comparison can lead to pressure for per¬ 
formances to approximate the operations of the 
more efficient units. Where more than one 
public jurisdiction is capable of rendering serv¬ 
ice in a single area, further competitive tenden¬ 
cies may develop. Contractual arrangements 
among public jurisdictions for the provision of 
specific public services have long provided a 
competitive alternative to each jurisdiction 
which might otherwise produce its own services. 

The separation of the provision of public 
goods and services from their production opens 
up the greatest possibility of redefining eco¬ 
nomic functions in a public service economy. 
Public control can be maintained in relation to 
performance criteria in the provision of serv¬ 
ices, while allowing an increasing amount of 
competition to develop among the agencies that 
produce them. 

With the incorporation of the City of Lake- 

ence to competitive forces within a unit of govern¬ 
ment. Competition among pressure groups, fac¬ 
tions and political parties is a fundamental feature 
of the democratic political process, but is not 
within the primary focus of this paper and its 
concern with the polycentric system. 
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wood in 1954, Los Angeles County, for ex¬ 
ample, expanded its system of contracting for 
the production of municipal services to a point 
approaching quasi-market conditions. Newly 
incorporated cities, operating under the so- 
called Lakewood Plan, contract with the 
county or other appropriate agencies to pro¬ 
duce the general range of municipal services 
needed in the local community. 

Each city contracts for municipal services 
for the city as a whole. Services beyond the 
general level of performance by county admin¬ 
istration in unincorporated areas are subject to 
negotiation for most service functions. Each 
city also has the option of producing municipal 
services for itself. Private contractors too have 
undertaken such services as street sweeping, 
engineering, street maintenance and repair, 
and related public works. Some contracts have 
been negotiated with neighboring cities. As the 
number of vendors increases, competition 
brings pressures toward greater responsiveness 
and efficiency. 

By separating the production from the pro¬ 
vision of public goods it may be possible to 
differentiate, unitize and measure the produc¬ 
tion while continuing to provide undifferenti¬ 
ated public goods to the citizen-consumer. Thus 
Los Angeles County has, under the Lakewood 
Plan, unitized the production of police services 
into packages, each consisting of a police-car- 
on-continuous-patrol with associated auxiliary 
services. A price is placed on this police-car-on- 
continuous-patrol package, and a municipality 
may contract for police service on that basis. 
Within the local community, police service is 
still provided as a public good for the com¬ 
munity as a whole. 

Problems of scale arising from possible con¬ 
flicts between criteria of production and criteria 
of political representation may be effectively 
resolved in this way. Efficient scales of organi¬ 
zation for the production of different public 
goods may be quite independent of the scales 
required to recognize appropriate publics for 
their consumption of public goods and services. 
But competition among vendors may allow the 
most efficient organization to be utilized in the 
production, while an entirely different com¬ 
munity of interest and scale of organization 
controls the provision of services in a local 
community. 

The separation of production from provision 
may also have the consequence of turning local 
governments into the equivalents of associa¬ 
tions of consumers. While Sidney and Beatrice 
Webb viewed local governments as associations 
of consumers, the dominance of production 
criteria in American municipal administration 


has largely led to the subordination of con 
sumer interests. 15 However, cities organized t< 
provide the local citizenry with public service 
produced by other agencies may be expected f< 
give stronger representation to consumer inter 
ests. Among the so-called Lakewood Plan citiei 
in Los Angeles County, for example, the loca 
chief administrative officer has increasingly be¬ 
come a spokesman or bargainer for local con¬ 
sumer interests. 

In this role, the chief administrative officer k 
similar to a buyer in a large corporation. Recog¬ 
nizing that the greater the number of vendors 
of public services, the greater the competition, 
the local chief administrative officer may seek 
to expand the number of his potential suppliers. 
As competition increases, vendors become more 
sensitive to the consumer demands he negoti¬ 
ates. 

The production of public goods under the 
contract system in Los Angeles County has also 
placed considerable pressure upon the county 
administration to become more responsive to 
demands of the public service clientele organ¬ 
ized through their local cities. Important 
changes in operating procedures and organiza¬ 
tional arrangements have been introduced into 
the county’s administration of police protec¬ 
tion, fire protection, library services, street 
maintenance, building inspection and engineer¬ 
ing services in order to increase efficiency and 
responsiveness. 

Under these circumstances, a polycentric 
political system can be viable in supplying a 
variety of public goods with many different 
scales of organization and in providing optimal 
arrangements for the production and consump¬ 
tion of public goods. With the development of 
quasi-market conditions in production, much 
of the flexibility and responsiveness of market 
organization can be realized in the public 
service economy. 

Several difficulties in the regulation of a 
competitive public service economy can be 
anticipated. Economic pricing and cost alloca¬ 
tion are dependent upon the development of 
effective measurement of municipal services. 
Since the preferred states of affairs in a com¬ 
munity cannot be converted to a single scale of 
values such as dollar profits in a private enter¬ 
prise, it may be more difficult to sustain an 
objective competitive relationship in a public 
service economy. Although costs of contract 
services from different vendors of a public 

15 Sidney and Beatrice Webb, English Local 
Government: Statutory Authorities for Special Pur¬ 
poses (London: Longmans, Green and Co., 1922), 
p. 437 ff. 
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good may be the same, objective standards for 
determining the value of the benefits are 
needed, and may be hard to come by; otherwise 
the latitude of discretion available to the 
negotiators may limit the competitive vitality 
of the system and shift the competition to side- 
payoffs. 

Without careful control of cost allocations 
and pricing arrangements, funds from non¬ 
competitive welfare functions might be used to 
subsidize the more competitive service areas. 
In Los Angeles County, close scrutiny of cost 
accounting practices and pricing policies by the 
grand jury has helped to prevent funds from 
being so transferred. 

Any long-term reliance upon quasi-market 
mechanisms in the production of public goods 
and services no doubt will require more of such 
careful scrutiny, control and regulation than 
has been applied toward maintaining the com¬ 
petitive structure of the private market econ¬ 
omy. The measurement of cost and output 
performance may become an essential public 
function of the state in the administration of 
metropolitan affairs if continued reliance is 
placed primarily upon a polycentric system in 
the government of metropolitan areas. 

Reliance upon outside vendors to produce 
public services may also reduce the degree of 
local political control exercised. The employee 
is subject to the control of the vendor and not 
directly to the control of the municipality. In 
contrast to the more immediate lines of re¬ 
sponsibility and communication between local 
municipal employees and city officials, reliance 
upon vendors to provide municipal services may 
also restrict the quality and quantity of infor¬ 
mation about community affairs that are pro¬ 
vided to the city’s decision-makers. This con¬ 
straint on information might reduce the degree 
of their control over public affairs. 

This discussion merely indicates some of the 
considerations to be examined in an analysis of 
the effects of competitive arrangements in pro¬ 
viding public services. As long as the particular 
contracting agencies encompass the appropriate 
sets of public interests no absolute impediment 
to their use need exist. With appropriate public 
control, competitive arrangements may afford 
great flexibility in taking advantage of some of 
the economies of scale for the production of 
public services in a metropolitan area, while, at 
the same time, allowing substantial diversity 
in their provision for the more immediate com¬ 
munities, based upon political responsibility 
within local patterns of community identifica¬ 
tion. 

Conflict and Conflict Resolution . More diffi¬ 
cult problems for a polycentric political system 


are created when the provision of public goods 
cannot be confined to the boundaries of the 
existing units of government. These situations 
involving serious spill-over effects are apt to 
provoke conflict between the various units in 
the system. Arrangements must be available 
for the resolution of such conflicts if a poly¬ 
centric political system is to solve its problems. 
Otherwise, competition and conflict are apt to 
become acute. 

No community, on its own initiative, has 
much incentive to assume the full costs of con¬ 
trolling adverse consequences which are shared 
by a wider public. The competitive disadvan¬ 
tage of enforcing pollution abatement regula¬ 
tions, for example, against individuals and 
firms within a single community, when com¬ 
petitors in neighboring communities are not 
required to bear such costs, leads each com¬ 
munity to excuse its failure to act by the failure 
of other similarly situated communities to act. 
In a polycentric system this is especially serious 
where many of the public “goods” involve the 
costly abatement of public nuisances. 

Concerted action by the various units of 
government in a metropolitan area is easier to 
organize when costs and benefits are fairly 
uniformly distributed throughout the area. By 
way of example, this has been done under 
contractual agreements for mutual aid to assure 
the mobilization of greater fire-fighting capa¬ 
bility in case of serious conflagrations. The 
random and unpredictable nature of such fires 
causes them to be treated as a uniform risk that 
might occur to any community in the larger 
metropolitan area. 

Similar considerations apply to efforts to con¬ 
trol mosquito infestations or air pollution. 
Leagues of cities, chambers of commerce and 
other civic associations have frequently be¬ 
come the agencies for negotiating legislative 
proposals for the creation of mosquito abate¬ 
ment districts, air pollution control districts 
and the like. 

More difficult problems for the polycentric 
political system arise when the benefits and the 
costs are not uniformly distributed. Communi¬ 
ties may differ in their perception of the benefits 
they receive from the provision of a common 
public good. In turn, a community may be un¬ 
willing to “pay its fair share” for providing that 
good simply because its demands for provision 
are less than in neighboring communities. These 
situations call for effective governmental 
mechanisms which can internalize the problem. 
If necessary, sanctions must be available for 
the enforcement of decisions. 

The conflicting claims of municipal water 
supply systems pumping water from the same 
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underground basins in Southern California, for 
example, have uniformly been resolved by 
recourse to legal actions in the state courts. The 
courts have thereby become the primary au¬ 
thorities for resolving conflicts among water 
supply agencies in Southern California; and 
their decisions have come to provide many of 
the basic policies of water administration in the 
Southern California metropolitan region. The 
state’s judiciary has played a comparable role 
in, conflicts among other local government 
agencies in such diverse fields as public health, 
incorporation and annexation proceedings, law 
enforcement, and urban planning. 

The heavy reliance upon courts for the resolu¬ 
tion of conflicts among local units of govern¬ 
ment unquestionably reflects an effort to 
minimize the risks of external control by a 
superior decision-maker. Court decisions are 
taken on a case-by-case basis. The adversaries 
usually define the issues and consequently 
limit the areas of judicial discretion. This 
method also minimizes the degree of’ control 
exercised following a judgment. California 
courts, in particular, have accepted the basic 
doctrines of home rule and are thus favorably 
disposed to the interests of local units of gov¬ 
ernment in dealing with problems of municipal 
affairs. 

The example of municipal water administra¬ 
tion may be pursued further to illustrate other 
decision-making arrangements and their con¬ 
sequences which bear upon the resolution of 
conflict in a polycentric political system. 16 

While litigation may be an appropriate means 
for resolving conflicts over a given supply of 
water, local water administrators in Southern 
California have long recognized that law suits 
never produced any additional water. Organi¬ 
zation for the importation of new water sup¬ 
plies was recognized as the only means for 
solving the long-term problem. 

Los Angeles built the first major aqueduct to 
import water into the area on its own initiative. 
This water supply was used to force adjoining 
areas to annex or consolidate to the City of Los 
Angeles if they wished to gain access to the new 
supply. The condition for the provision of water 
required adjoining areas to sacrifice their iden¬ 
tities as separate political communities. To get 
that one public good they were forced to give 
up other public goods. This provoked sufficient 
opposition to block any new developments 
which were not based upon consent and co- 

16 For further detail see: Vincent Ostrom, Wa¬ 
ter and Politics (Los Angeles, Haynes Foundation, 
1953), esp. chs. 3, 6 and 7. 


operation. The mechanisms for the resolution 
of subsequent conflicts were required to take on 
new forms. 

The importation of Colorado River water 
was later undertaken by a coalition of com¬ 
munities in Southern California formed through 
the agency of the southern section of the 
League of California Cities. The League af¬ 
forded a neutral ground for the negotiationof 
the common interests of the City of Los Angeles 
and the other cities in the metropolitan area 
which shared common water problems After 
satisfactory arrangements had been negotiated 
including provision for the formation of a new 
metropolitan water district and endorsement of 
the Boulder Canyon project, a Boulder Dam 
Association was formed to realize these objec¬ 
tives. In due course a new agency, the Metro¬ 
politan Water District of Southern California 
was formed; and the Colorado River aqueduct 
was constructed and put into operation by this 
new district. 

More recently, the Southern California Wa¬ 
ter Coordinating Conference, meeting under 
the auspices of the Los Angeles Chamber of 
Commerce, has been the agency for negotiating 
regional interests in the development of the 
California Water Program. The Metropolitan 
Water District was not able to represent areas 
in Southern California which did not belong to 
that district; and the rise of a variety of special 
municipal water districts precluded the League 
of California Cities, which represents cities 
only, from again serving as the agency for the 
negotiation of metropolitan interests in mu¬ 
nicipal water supply. 

These illustrations suggest that a variety of 
informal arrangements may be available for 
negotiating basic policies among local govern¬ 
ment agencies in a metropolitan area. Such ar¬ 
rangements are vital in negotiating common 
interests among them. The larger public is 
taken into account in an informally constituted 
p ° htl ? al comm unity. These arrangements work 
effectively only so long as substantial unanim- 
ity can be reached, for formal implementation 
of such decisions must be ratified by each of the 
appropriate official agencies, including the 
state government when changes in state law or 
administrative policies are involved. 

. Higher levels.of government may also be 
invoked in seeking the resolution of conflict 
among local governments in metropolitan 
areas. Again recourse is sought to a more inclu¬ 
sive political community. Under these circum¬ 
stances, conflict tends to centralize decision¬ 
making and control. The danger is that the 
more inclusive political community will not 
give appropriate recognition to the particular 
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public interests at issue and tend to inject a 
variety of other interests into settlements of 
local controversies. 

Appeal to central authorities runs the risk of 
placing greater control over local metropolitan 
affairs in agencies such as the state legislature, 
while at the same time reducing the capability 
of local governments for dealing with their 
problems in the local context. Sensitivity over 
the maintenance of local control may produce 
great pressure for the subordination of differ¬ 
ences while conflicting parties seek a common 
position approximating unanimity. A substan¬ 
tial investment in informal negotiating and 
decision-making arrangements can be justified 
from the perspective of the local authorities if 
such arrangements can prevent the loss of local 
autonomy to higher levels of government. 

Ironically but logically, this effort to avoid 
recourse to conflict and the consequent central¬ 
ization of decision-making tends also to reduce 
the local autonomy or degree of independence 
exercised by the local governing boards. Pres¬ 
sure for agreement on a common approach to 
some metropolitan problem limits the choices 
available to any particular local government. 
However, this range of choice may still be 
greater than that which would result from a 
settlement by a central authority. Negotiation 
among independent agencies allows the use of a 
veto against any unacceptable position. Agree¬ 
ment must be negotiated within the limits of 
the various veto positions if the alternative of 
recourse to an external authority at a higher 
level of political jurisdiction is to be avoided. 


To minimize the costs of conflict to their 
power positions, administrators of local govern¬ 
ment agencies in metropolitan areas have 
tended to develop an extensive system of com¬ 
munication about each other's experience and 
to negotiate standards of performance ap¬ 
plicable to various types of public services. 
Professional administrative standards may, 
thus, operate to constrain the variety of experi¬ 
ence in local government agencies. Information 
about areas of difference and of potential con¬ 
flict tend to be repressed under these circum¬ 
stances. The negotiations about common prob¬ 
lems through informal agencies are apt to be 
conducted in secrecy, and careful control may 
be developed over sensitive information. 

These pressures to avoid the costs of conflict 
and seek agreement about metropolitan prob¬ 
lems reflect the importance to local govern¬ 
ments of resolving general public problems by 
negotiation at the local level in a metropolitan 
community. To the extent that these pressures 
are effective, the patterns of local government 
in a metropolitan area can only be understood 
by attention to the variety of formal and infor¬ 
mal arrangements that may exist for settling 
area-wide problems. 

Contrary to the frequent assertion about the 
lack of a “metropolitan framework" for dealing 
with metropolitan problems, most metropolitan 
areas have a very rich and intricate “frame¬ 
work" for negotiating, adjudicating and de¬ 
ciding questions that affect their diverse public 
interests. Much more careful attention needs to 
be given to the study of this framework. 


28. The Valley Authority 
and Its Alternatives* 

Charles McKinley 


In examining the Valley Authority as an administrative device for Federal 
water resource management this paper will assume that its essential char¬ 
acteristics are those exemplified by the Tennessee Valley Authority, with such 
additional complications as might be necessitated by the irrigation functions 
performed in the western states by the Bureau of Reclamation. 1 We may legiti¬ 
mately brush aside the allegations of communism and dictatorship as unwar¬ 
ranted propaganda exaggerations devoid of genuine reality. We may similarlv 
discount many of the “new heaven and new earth” asseverations of those 
social idealists most susceptible to verbal inebriation who have stood out as the 
most ardent and vocal advocates of the new mode of organizing Federal re- 
source administration. 






The functional activities of the Tennessee Valley Authority add little that is 

1 There has been a spate of Valley Authority proposals incorporated in bills presented 
for congressional consideration in which many variants on the TVA pattern have been 

* Reprinted from the American Political Science Review. Vol. 44 (Sept. 1950). 
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wholly new to the gamut of Federal activities found scattered among several 
of our orthodox administrative agencies. The fact that it prosecuted its con¬ 
struction activities by force account rather than by contract necessitated that 
it do the things that the private contractor would have to do. These have 
given the private enterprise alarmists their propaganda illustrations for the 
cries of communism. Its great reservoir projects located in rural and often re¬ 
mote areas required construction camp facilities for hundreds of workmen and 
their families, together with the essential community facilities. That TVA 
showed a more wholesome concern for the quality of housing, restaurant serv¬ 
ices, schools, recreation and health facilities of its employees than has been 
manifest by the typical private contractor is to its great credit. Its policies in 
these respects have helpfully influenced the construction camp planning of the 
Corps of Engineers and the Bureau of Reclamation, some of whose recent 
projects are providing much more adequate camp plans and facilities than 
was their wont. 2 

It should also be recognized that in the early thirties, when TVA was being 
launched, the national climate of opinion at first encouraged its Board to take 
a wide and generous view of the many welfare by-products that its construction 
program permitted. Its immediate task in 1933 was not only to create dams 
and reservoirs for harnessing the waters of the Tennessee River, but to put 
people to work. The folk affected were largely rural people living in sub¬ 
standard rural conditions. The generosity shown by TVA toward educational 
activities, its relocation program for the owners of bottom lands drowned by 
its reservoirs, its conception of ways to increase the utilization of hydroelectric 
energy in such a region, its need to keep its workmen and their families in 
good health—all of these interests when given concrete expression in a regional 
situation like that in the Tennessee Valley in 1933 seemed new, startling and 
radical to the laissez-faire engineers who directed the policies of the old river 
construction agencies. 

The TVA was of course given a broader grant of legal right to pursue such 
by-product objectives than were its orthodox competitors. Toward the close of 
the War, the Bureau of Reclamation, in anticipation of the renewal of the ir¬ 
rigation phase of its Grand Coulee-Columbia Basin project, tried to obtain 
legislation to permit its District Engineer to provide better housing and other 
facilities for the expanded construction force. But the congressional climate had 
changed, and the real estate boys and other high cost purveyors of cheap 
facilities in Coulee City blocked the authorization. 

TVA’s right to buy watershed lands for watershed protection and conserva¬ 
tion could not have been matched by the Bureau or the Corps, even had they 

2 We need not take the town of Norris as the typical TVA contribution. It was an 
expensive, permanent town, whose cost was not repeated elsewhere. More characteristic 
was the construction town for Fontana Dam, where acceptable, portable, temporary houses 
were used for that portion of the town that would shrink when construction was finished. 
The amenities furnished there give the kind of example which has beneficially influenced 
the Corps and the Bureau. 
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* Philip Selznick, TVA and the Grass Roots (Berkeley, 1949). 
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ing agency has disbursed to many state and local governments have been 
handled with too little control. (Had controls been irksome Congress would 
undoubtedly have aired the grievances.) It is most unfortunate that the 
Hoover Commission felt unable, or unwilling, to provide a systematic and 
thorough staff analysis of the TVA as a Federal operating entity, for until a 
competent and comprehensive study of its administrative experience is avail¬ 
able we will not be able to evaluate for application elsewhere many of the 
techniques it has used. 

The battle over the allegations of “communism,” “dictatorship” and “states 
rights” has tended to obscure from our attention the real problems imbedded 
in the Valley Authority question. The debate ought to turn on the more narrow 
and semi-technical issues of how the field administration of Federal resource 
development and management functions can best be performed. What are the 
shortcomings of the present traditional administrative structure used by the 
Federal Government for the job of harnessing the waters of our river valleys so 
as to minimize their destructive aberrations and to expand their human useful¬ 
ness? What are the deficiencies, if any, in the Federal management of its own 
wild land resources, including the forests, and in speeding up the acceptance of 
conservation practices by state, local and private land owners? What obstacles 
to fuller development and more complete utilization of our mineral, timber and 
agricultural resources inhere in the traditional bureau, departmental and field 
structure? What now obscures the comprehensive, all-regional view which 
should guide the mosaic of Federal resource programs and policies in whole 
water-shed regions, and which should subordinate bureaucratic jealousy and 
foster an integrated administrative product shared not only by Federal agency 
partners but by the states and local government as well? Will the Valley 
Authority device offer the best administrative cure for the defects that exist? 

These are the relevant questions we should ask and for which we should seek 
answers. 

II. DECENTRALIZATION BY FEDERAL AGENCIES 

There are deficiencies, and serious ones, in the present Federal field structure 
on the whole resource front. Let us briefly describe some of the more outstand¬ 
ing items in this indictment. First, powers of bureau field officers differ greatly 
among Federal agencies. Program correlation is impeded by these differences. 

While each agency is represented by a field establishment, the degree of delega¬ 
tion to deal with its own functions as well as with interagency problems varies 
from that of Bonneville Power Administration—in effect a full fledged bureau 
located in a single region and reporting directly to the Secretary of the In- \ 

terior—to the numerous scattered Geological Survey field offices with almost j 

no discretion to make decisions on interagency matters and no common regional 
superior responsible for the total field effort of the Survey. Such a structure is 
like the 19th century battle fleet whose speed was determined by its slowest 
collier. Interagency cooperation and the making of integrated resource plans 
and programs are slowed down and hindered because some field officials have 
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no discretion to commit their agencies or no power to command a region-wide 
field staff. This handicap of uneven delegation of field authority, of variation 
in the degree of regional integration of agency structure and of differing regional 
boundaries for field administration applies to water, land and mineral agencies. 

Yet we must note that during the last few years improvement, real though 
slow, has been made in bureau-field patterns of structure and powers. The De¬ 
partment of the Interior, which had remained the most highly centralized of 
the major resource departments, awoke in the early forties to the need to over¬ 
come some of these administrative lags. Thus the Bureau of Reclamation has 
been changed, since 1943, from a highly centralized, Denver-directed agency, 
to a fairly decentralized and regionally oriented structure. The old General 
Land Office has at last been pulled out of its hard cocoon of centralized, inert, 
legalistic red tape and is in process of metamorphosis into an active, on-the- 
ground resource management agency with a new name—the Bureau’of T.a.nW 
Management—and with new leadership. The National Park Service, during 
the last decade,'has regionalized and to some extent decentralized. Within the 
past six months the Bureau of Mines has reconsidered its structure and re¬ 
distributed its powers in the light of a decentralized conception of field needs. 
The Corps of Engineers has long given its District and Division Engineers 
large initiative and responsibility in the design and construction of river struc¬ 
tures. In the Department of Agriculture the Forest Service under Gifford 
Pinchot s leadership pioneered the movement for efficient, decentralized, on- 
the-ground resource management. That lead has been followed by the Soil 
Conservation Service, which shares with it the major burden of active land and 
watershed resource work within the Department of Agriculture. 

III. DEVELOPMENT AND MANAGEMENT OF WATER-IN-THE-CHANNEL 

A second defect in the current situation is the friction and disjointedness of 
the structure that deals with the water-in-the-ehannel problems. This is well 
illustrated by the situation in the Pacific Northwest where there are three 
major construction and operating agencies: The Corps of Engineers, the Bureau 
of Reclamation and the Bonneville Power Administration. A fourth, the Federal 
Power Commission, shares in river planning, though its actual interest has 
been principally concentrated on the hydroelectric phases of water planning. 
But sound river plans and operations also depend on the hydrologic and 
stream data developed by the Geological Survey which installs and operates 
stream gages, studies ground water supplies, makes topographic maps, locates 
dam sites, etc. This is a creaky, friction-producing structure. 

There is plenty of evidence that in the seventeen western states, where the 
Bureau and the Army operate on the same river systems, duplication in river 
planning and friction over jurisdictional matters develop. Years ago, when the 
Army kept to the lower parts of the rivers and concerned itself chiefly with 
harbor and channel work and the Bureau stayed in the semi-arid hinterland 
mi the upper basins, they got along amicably because they did not compete. 
Each was then chiefly concerned with special water purposes. Today they are 
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both multiple-purpose oriented and system-wide conscious. This laudable de¬ 
parture from single purpose, single project obsession nevertheless multiplies 
the jurisdictional problems in planning, timing and operations. The Corps of 
Engineers has moved upstream while the Bureau moves toward the sea, each 
seeking to stake out its claim for construction and operation of major multiple 
purpose works. The result has been a state of latent warfare which, despite the 
pressure for harmony induced by the threat of an Authority, sometimes breaks 
out into the open as it did in the Missouri and the Central Vallies and, more 
recently, over Foster Creek and Hells Canyon Dams on the Columbia. Al¬ 
though during the past year a truce has been signed between the Departments 
of the Interior and the Army which amicably divides the potential construction 
jobs in the Columbia River basin, comparable pacification has not been attained 
in the Central Valley or the Southwest. Peace on this front, even if it may be 
assumed to last, will not solve the conflict issues that are bound to arise in the 
operation of an hydraulically and electrically interlocked system of river struc¬ 
tures. The planning and operation of a system of river structures is the job of a 
single administrative organization, as the Hoover Commission concluded a year 
ago. Voluntary cooperation on the technical level—of which there has been a 
great deal is not enough. The flowing channel waters of any river system con¬ 
stitute a great single force which demands unified human manipulation for its 
best utilization. 

Where there have been created special hydroelectric transmission agencies 
for wheeling energy from the Bureau- and Army-operated generators to the 
market load centers, as is true in the Columbia River valley and in one part of 
the Southwest, there is a third party to this vital interest in the manipulation 
of the ‘ Vater-in-the-channel. J; An agency such as the Bonneville Power Ad¬ 
ministration builds the transmission lines and sub-stations, finds the customers 
to buy the power and collects the revenue that makes possible the repayment 
of a large proportion of the reimbursable features of the Federal river structures. 
It must “pay out” but it has no control over the costs of the water-in-the- 
channel structures or of the operation of the generator facilities, and no final 
right to fix the rates for electric energy developed at Army-built structures. 4 

The design of generating facilities has an integral functional relation to the 
technical characteristics of the transmission system. Faults on the transmission 
system will have a vital effect on the switch-yards through which the generating 
plant and transmission system are connected and on the generator installations. 
There is a reciprocal relationship when trouble occurs in the generating plants, 
that may disrupt service to the customers of the transmission agency. Space 
does not permit other illustrations of the organic-like nexus that binds electric 

4 The Federal Power Commission determines the rates, as it also allocates the joint 
costs among the several purposes on the Army built dams, and approves the power facili¬ 
ties to be installed in structures built by the latter agency. It has no comparable rate mak¬ 
ing or cost allocating functions for river projects built by the Bureau of Reclamation. 
This difference.in jurisdiction is an accident of history and makes no sense in river system 
planning and control. 
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transmission interests with those of design, construction, and operation of the 
dams and reservoirs. 

If in contrast we look again at the Tennessee Valley Authority, we will find 
that its most signal contributions to Federal administrative experience lie first 
in the manner in which it has handled water resources, and second, in its inter¬ 
meshing in over-all regional terms of all of its resource development and utilisa¬ 
tion programs. 

Let us first examine its work as a water agency. There are a few limitations 
on its water functions. It is not generally realized that it still shares with the 
Corps of Engineers and the Coast Guard some of the water-in-the-channel 
duties. The Corps designs, operates and maintains the locks in the navigation 
structures on the main Tennessee; it builds the levees that are necessary for 
supplementary flood control protection at Chattanooga; it still makes studies 
and local flood control plans for the tributaries where the works required do not 
involve dam construction; it must give its consent to the building of structures 
affecting navigation along or across the streams while the TVA gives a second 
review for all the purposes within its jurisdiction; and the Army continues to 
regulate the clearances of bridges and the operation of draw spans. These dupli¬ 
cations of navigation and flood control functions are wasteful and irritating, but 
the Army shows no sign of voluntary retreat on the Tennessee front 'and 
Congress has not yet compelled it. 

A second minor duplication results from the transfer from the Army to the 
Coast Guard in 1937 of the mapping of sailing lines and the placing of 
markers on the main Tennessee. Though TVA’s maintenance staff constantly 
patrol the river, and its engineers collect the data essential to the marking 0 f 
channels and the mapping of sailing lines, the Coast Guard maintain three 
depots and a small staff on the Tennessee for these navigation functions. 

The rest of the water-in-the-channel functions on the Tennessee system have 
been wholly under TVA jurisdiction. It has been charged with the construction 
of a system of dams and reservoirs on the main river and its tributaries which 
would provide a nine-foot channel with appropriate water supply to maintain 
it from the mouth near Paducah to Knoxville, and would aid in controlling 
destructive floods on the Tennessee and in the Mississippi drainage. The origi¬ 
nal TVA authorized not separate projects but a system of river structures based 
upon a unified plan of development for the whole basin. Out of this has come 
an integrated system of nine main river dams and reservoirs, fifteen storage 
reservoirs on the tributaries, and five smaller tributary dams owned by Alcoa 
which, under agreement with TVA, are operated as integral parts of the Federal 
river structures.' Some minor additions to the system are anticipated, but the 
major river structures needed for its water management job have been built. 

To obtain maximum multiple-purpose benefits from this system requires the 
accurate conceptualization at the time it is designed of the part that each com¬ 
pleted structure is to play. This would be a matter requiring great care were 

Four of the TVA owned tributary dams and one of the main river dams were acquired 
by purchase from the Tennessee Electric Co., when that system was purchased. 
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flood control or navigation the sole objectives, but when to these purposes are 
added hydroelectricity, malaria control and fisheries, forethought is especially 
demanded. (If the Tennessee were a western stream, irrigation would have to 
be added and malaria might be subtracted.) In the calculation of design char¬ 
acteristics as well as in planning reservoir operating rule curves TVA has not 
been under the kind of special loyalty to one or a few purposes that the older 
water agencies so often have shown. To be sure the statute on which it rests 
gives specific priorities to navigation and flood control, but there is no tradi¬ 
tional allegiance to blinker the process of adjustment so as also to prevent the 
maximum reconciliation with other purposes. 

We can perhaps see the significance of integrated management of all the 
water-in-the-channel functions if we briefly indicate the administrative struc¬ 
ture and operating practices TVA has developed for this purpose. First, notice 
that, in its organization under the General Manager, the Chief Engineer has 
been entrusted with carrying out the water use priorities established by the 
Board. It is to him, and his Water Control Planning unit, that the Board looks 
for advice in setting the rule curves for each reservoir based upon the allocations 
made therein for each of the several water purposes. The Water Control Plan¬ 
ning Division has been detached from any operating connection with any 
special water use. The power function is administered by a Power Manager 
who stands apart from the organization under the Chief Engineer and thus 
removes from him any temptation to distort plans for water use in favor of the 
revenue producing hydro-electric utilization. The head of the Water Planning 
Division chairs a continuing water policy committee of three (one member 
from Power and the other from Health) which strives to resolve any conflicts 
between the several water purposes. The chairman circularizes all TVA depart¬ 
ments in advance of any meeting to invite their representatives if their interests 
are affected by the agenda before the Committee. Recommendations on use 
policies go to the Chief Engineer, who, in the absence of unanimity, makes the 
decision. 

Next, TVA's day-to-day operating arrangements further exemplify how ad¬ 
ministrative structure may be directed toward unbiased adjustment of pur¬ 
poses. When reservoir operations confront problems not covered by rule curves 
or by specific instructions, the issues are resolved by the head of the River 
Control Section in the Water Planning Department, who is connected by 
leased wire with the operator of each reservoir.® He makes the decision when 
some unforeseen mosquito control, navigation or other problem requires a 
quick change in the level of a reservoir. 

During the flood season, when a major storm is on its way, it is the Chief 
Engineer's organization that takes command. By confining heavy precipitation 
in this valley to the period between mid-December and April 1st and by routing 
storms over a definite pathway, Nature has made possible reasonably accurate 
forecasts, of both long and short range. These forecasts are made by a meteoro¬ 
logical unit maintained at Knoxville by the Weather Bureau. During a flood 

6 The operating crews at the dams are in respect to other matters under the direction 
of the Power Manager. 
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in the same administrative organization? It may be answered that it does not, 
provided planning and program budgeting phases of land and water functions 
are integrated. 

Watershed management does affect in a number of particulars the volume, 
timing and quality of the run-off which must be handled by the water-in-the- 
channel structures. Sometimes land management practices are of importance, 
but often they are of minor or no consequence for the design and operation of 
these engineering structures. The situation differs markedly from river basin 
to river basin, and even within the same river system. Within the Tennessee 
system (as in other river basins in this country) the greatest floods for which 
the large river structures must be planned would occur regardless of the com¬ 
pleteness with which the watershed lands were clothed with vegetation. 7 The 
coupling of land management functions, including the farm soil conservation 
programs, along with river development powers under the TYA was based 
largely on the assumption that only by this combination could the reservoirs 
be protected from rapid siltation. Strangely enough the danger of silt damage, 
except to structures on one of the small tributaries, seems to have been greatly 
exaggerated. TVA’s own silt studies indicate a very low rate of silt accretion. 8 

But even assuming the existence of siltation menace, it would still not be 
necessary to place the land use management tasks within the same operating 
organization. There is no evidence that either in the Tennessee Valley or else¬ 
where the watershed management of National Forest wild lands by the Forest 
Service is any less efficient for water conservation purposes than is that of TVA 
over those parts of its watershed estate which it has retained for direct control. 
TVA has not hesitated to turn over large tracts of wild land adjacent to Na¬ 
tional Forests or National Parks to the Forest Service or the National Park 
Service for independent management. Evidence is not available to prove the 
superiority of the TVA financed (but State Extension Service administered) 
farm land conservation programs over the Soil Conservation Service’s work 
through local Soil Conservation Districts which it services. TVA has not been 
able to furnish accurate statistics showing the results that have been attained 

7 In the arid West there are some small streams or tributaries where the principal source 
of flood waters is snow melt and where the soil texture is such that good watershed man¬ 
agement could probably greatly reduce or, in some cases, might eliminate spring floods. 

Soil permeability in these arid regions, increased by good vegetal cover, might care for 
all or part of a local flood menace. Similarly, restoration of vegetal cover on the mountain 
meadows of the inter-mountain region, and the brush covered slopes of the mountains in 
Southern California would prevent the mud-rock flows that have cursed the towns and vil¬ 
lages along the Wasatch front, in Southern Utah, and some of the Southern California 
cities, when heavy rainstorms descend in fury on these localized areas. 

8 On the Columbia River system no recent or adequate siltation studies exist, but such 
evidence as is available (as assembled by Consulting Engineer John Stevens for the Corps 
of Engineers at the time of the construction of Bonneville Dam) indicates no siltation 
danger to the main river structures. On the other hand, there can be no doubt that in the 
inter-mountain basins, in the southwest river systems and on some of the streams of the 
southeast, siltation is a very real menace to the longevity of river projects and the per¬ 
petuation of irreplaceable dam sites. 
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buy and get out the timber, the hikers, campers, skiers, the hunters and fisher¬ 
men who tramp the woods and mountains and whip the streams for recreation. 
While there is some overlap, on the whole the clientele and the economic and 
social considerations of Federal land resource management differ markedly 
from those of the water-in-the-ehannel functions. As to the latter the shipping 
and water transport interests are concerned with navigation, the private co¬ 
operative and public electric distribution systems and the industrial consumers 
of large blocks of power are the immediate beneficiaries of hydroelectric energy, 
whereas the owners of land and structures on the flood plain, particularly con¬ 
centrated in the industrial sections of the larger urban centers, are the most 
substantial beneficiaries of flood control. Irrigation projects find ardent support 
from the railways, from town businessmen expecting increased trade, from the 
contractors who build the dams and canals, and from some of the agricultural 
interests. 

Operating consolidation of Federal land resource management tasks with 
water resources, whether under a Valley Authority or under a single national 
Resources Department is not essential, so long as provision is made for integrat¬ 
ing the planning and capital budget phases of land and water programs. The con¬ 
cept of an organic unity in nature which compels a single administrative entity 
for both aspects of resources is only partly true and may be overworked. This 
is the exaggeration into which the eloquent minority of the Hoover Commission 
falls. Messrs, Acheson, Pollock and Rowe play tunes with the notion that the 
unity of nature constitutes a kind of “natural law” to which public administra¬ 
tion must structurally conform. 10 This grossly over-simplifies both the facts of 
nature and the nature of administration. 

Unity and diversity coexist in the relationships among physical resources as 
among many other subjects of governmental function. What is important to 
note is the degree, the frequency and the character of the unification needed, 
and the varying administrative structures and methods most appropriate for 
the particular administrative objectives. If a group of differing but interrelated 
activities has constant need of joint attention ill its day-to-day functioning, then 
clearly the administrative structure required is one which will permit day-to-day 
direction with day-to-day communication up and down the line of command. 
If, however, the activities are on the whole capable of efficient daily conduct with 
only occasional consultation about the joint relationships or “unity” matters, 
lesser organizational closeness of control is indicated. There are many differing 
degrees* of administrative coordination required for these differing but oc¬ 
casionally related tasks of management. There are moreover “pulsating” 
changes in the need for relatedness—sometimes much joint attention is re¬ 
quired, sometimes slight. The concept of “planning” coordination as distin¬ 
guished from “operating” coordination assumes that effective joint attention 
shall be given to interrelationships (unities) when basic policies and principal 
programs to implement them are being decided. My criticism, therefore, of 

10 See Commission on Organization of the Executive Branch of the Government, De¬ 
partment of the Interior (Washington, 1949), pp. 69 ff. 
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mastering his own establishment. I find it very difficult to reconceive an execu¬ 
tive organization in which this would have reasonable assurance of attainment. 

With few exceptions the advocates of the Authority plan have ignored this 
basic issue. Because of national and inter-regional interests which I shall 
presently illustrate as part of my case against the Authority schemes, the least 
change required would involve the creation of a super-cabinet department able 
to command the headquarters staff services of all the resource bureaus in the 
Department of the Interior, at least the similar facilities of the Forest Service, 
the Soil Conservation Service, the Farmers Home Administration, the old AAA 
unit of the Production and Marketing Administration, the Bureau of Plant 
Industry and Soils, the Bureau of Entomology and Plant Quarantine and 
probably other scientific and credit functional units of the present Department 
of Agriculture, and part of the staff facilities of the Department of Commerce 
recently pointed toward area development and furnishing technical assistance 
to small business. These bureaus in these departments would have to be reduced 
to a functional staff relationship for servicing the Valley Authority units 
through the super-cabinet chief exercising line control over the latter. This may 
not be an impossible task, but I am very doubtful about its accomplishment, 
and therefore I should prefer to try an alternative scheme built on the essential 
principles of our existing executive organization and on incipient changes al¬ 
ready under way. 

We should remind ourselves that, regardless of the administrative need of 
regionalized units of executive agencies so important for the planning and 
execution of resource objectives, our basic cultural tendencies are in the direc¬ 
tion of national uniformity of social needs. The national and international 
interest in the location, extraction, use and ownership of physical resources is 
strikingly illustrated by the part which fissionable materials are destined to 
play in human welfare. All of us acknowledge that national and international 
interests must have right of way over regional considerations in deciding how 
and by whom these materials shall be taken from the earth, processed and used. 
The whole conservation “problem” in this material so transcends all regional 
interests that no one, least of all David Lilienthal, is suggesting that develop¬ 
ment and management of these resources be delegated to a Valley Authority. 

This is not a typical case, yet there are aspects of resource management in 
every material which call for national action, not only by Congress but by the 
national executive officers who serve the President. Our mineral resources, for 
example, are not renewable and many of them exist in limited quantities. There 
is clearly a national concern with reference to their exploitation and utilization, 
which, however well expressed in congressional statutes, will require for its ad¬ 
ministrative fulfillment and control some kind of national executive entity to 
furnish supervision and to inaugurate the research in extraction techniques, 
processing and use so as to maximize and prolong the life of these exhaustible 
and ofttimes irreplaceable resources. No matter how ingenious we may be in 
decentralizing operating authority so that it will improve management by 
making the jobs more “manageable” and by giving attention to diversities, 
there is still a clear case for an administrative center at the national level to act 
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lating to resources which is necessary for building management standards. This 
task cannot be safely performed by isolated or competing regional adminis¬ 
trative agencies, whether of the Authority or the traditional pattern. It must 
be the job of a central administrative organization which utilizes the data and 
insight developed throughout the entire national experience. 

The hydroelectric resource illustrates another kind of inter-regional interest. 
It is to the regional interest to obtain the benefit of low power rates which re¬ 
flect the low cost at which power can be developed in a particular region, 
such as the Pacific Northwest, as compared with other regions. There is,‘ how¬ 
ever, a national interest in preventing undue inter-regional price competition 
in power rates. The reconciliation of these conflicting interests requires an over¬ 
all national executive view which is absent even today. Space does not permit 
exploration of the inter-regional problems raised by the diversion, actual and 
potential, of water from one river system like the Columbia which possesses a 
surplus, to a water deficient region; of the complications increasingly to be an¬ 
ticipated as the economic transmission distance for electricity—already 500 
miles—increases. But these are important questions transcending single river 
basins. 

VI. RECASTING OF THE TRADITIONAL ADMINISTRATIVE STRUCTURE 

In searching for alternatives to the Valley Authority we ought not to abandon 
but should improve the functional principles on which our national executive 
structure rests. We should be guided by a goal which will include the attain¬ 
ment of comprehensive and regionally-integrated resource programs while 
simultaneously affording balanced development as between regions. The goal 
must include the attainment of minimum national standards of resource con¬ 
servation and use in all the river basins (or other regional areas) of the United 
States. Our problem is to find ways of remolding and completing our traditional 
functional pattern so as to repeat in all parts of the country those significant 
advances achieved by the TVA, while forestalling or adjusting inter-regional 
conflicts and inequities. 

As suggested above there are many values implicit in the traditional vertical 
bureau and departmental mode of organizing national administration. By, way 
of summary these may be said to include: (1) greater assurance that similar 
treatment will be accorded similar problems throughout the nation; (2) the 
utilization of central staff services and research or laboratory facilities that 
cannot be afforded in each regional area; and (3) the restraint of sectionalist or 
provincialist tendencies which in this and other countries have often injured 
administrative efficiency and prejudicially distorted the fulfillment of policies 
in the national and international interest. 

Four inter-locked steps in structural change are essential: (1) A regrouping 
of departmental services so as to give more coherent and unified operating 
agencies for the several major resource clusters; (2) the more general use of 
decentralized regional field services; (3) completion of the intra-departmental 
coordinating arrangements in the field and in Washington now incipiently but 
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affect the case of needed field coordination with water resource activities re¬ 
lates to the wild public lands. Again the Hoover Commission report offers a way 
(or two ways—if we include the vigorous minority recommendation) of doing 
this by amalgamating the Forest Service with the Bureau of Land Management 
into a new operating agency in the Department of Agriculture. Small doubt 
exists that an amalgamation of the land management functions of these services 
is essential (whatever department gets them) both for operating the land func¬ 
tions and for making easier the correlation, through an interdepartmental 
planning structure, of water with land programs where such correlation is 
indicated. 

VII. INTRADEPARTMENTAL REGIONAL COORDINATION 

Given the rationalization of the Departments of Agriculture and of the 
Interior and the withdrawal of civilian engineering jobs from the Army, effi¬ 
cient regional resource management will be much easier to attain. So far as 
water resource operations are concerned, if the Hoover Commission plan is 
accepted, the major tasks will be correlated within a single Water Development 
Service. With a generously decentralized field organization for each major river 
basin there is no good reason why the TYA mode of developing and of operating 
water facilities cannot be universalized. 

But the matching of TVA’s contributions of greatly heightened awareness 
of the total regional situation among Federal resource field officers and the 
timing of land and mineral programs to the mutual advantage of all resources 
Federally controlled or influenced call for two permanent new centers of regional 
field coordination. The first of these is an extension of departmental structure 
to the field. 

At this point two subordinate alternatives are possible. The simplest sche¬ 
matic plan would be to abolish in the Departments of the Interior and of Agri¬ 
culture the present line-authority bureaus, and to create regional departmental 
administrators to take charge within their several areas of all the programs of 
all the resource bureaus having field operations. The traditional bureaus, under 
this arrangement, would retreat to a strictly staff status. The regional depart¬ 
mental administrator would then be fully responsible for planning, program¬ 
ming, budgeting, controlling and operating. Assuming the further functional 
rationalization of these two departments along the lines proposed by the Hoover 
Commission report, such a plan would present two major administrative struc¬ 
tures for resource management in each region as against the single Valley 
Authority or as contrasted with the present eight separate bureaus in Interior 
plus the four principal action agencies in Agriculture. 11 The problem of master¬ 
ing the federal programs in the region would be enormously simplified for there 
would be left, so far as field correlation is concerned, simply the correlation 
of the work of the two Departments. This alternative would retain Washing¬ 
ton administrative controls in the hands of the two respective Secretaries, who, 

11 Of course one of the eight Interior agencies, Indian Affairs, would be transferred out 
of the resource Departments. 
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the largest existing bureau, the basic principles developed heretofore could 
probably be successfully applied after some cost in trial and error. 

Assuming the successful replacement of the traditional bureau structure 
by this new area departmental operating agency, would the regional adminis¬ 
trator be so connected with the client group pressures adhering to the water 
development-construction programs that he could respond adequately to the 
ofttimes complementary or conflicting interests of the land, mineral and (in 
regions like the Pacific Northwest) anadromous fish resources? A monolithic 
operating structure inhibits the presentation of internal conflict issues for secre¬ 
tarial readjustment. These will have been decided within the regional adminis¬ 
tration and will usually not rise to the surface for secretarial decision. If they 
are resolved in response to the major social forces which adhere to the regional 
departmental administration, the “minority” interests—land, fisheries and 
minerals—deprived of separate organizational status cannot so effectively pose 
issues for mediation and adjustment which run counter to the water develop¬ 
ment constellation. 

These considerations make for a preference for the second alternative to 
give departmental unity of resource policy and program in the field, namely, 
the completion and perfection of the field integrating devices already taking 
shape for the two major resource departments. 

Four years ago the Secretaries of Agriculture and of the Interior located in 
the Missouri and the Columbia River Basins their own departmental spokes¬ 
men. 12 Each secretarial representative is assisted by a committee of field offi¬ 
cers of the several operating bureaus of their respective Departments. Roughly, 
their assignments have been to prepare long-term department-wide programs 
for the two regions, and in the process to bring into harmony and synchroniza¬ 
tion the regional programs of the several bureaus in each Department. 

The Interior representative is clothed with less authority than his counter¬ 
part in the Department of Agriculture, and his status, which limits his pro¬ 
gram correlation function, is officially merely that of the chairman of a field 
committee composed of operating agency representatives. 13 Yet despite this 
fact and despite the inability of the Secretary of the Interior to swing his 

12 Interior created six field committees—plus one for Alaska—in August, 1948, and 
named a secretarial representative as chairman for each. Information on which this dis¬ 
cussion is based is drawn from the experience of the structure for the Pacific Northwest. 
Secretary Brannan has also recently selected a third regional representative to cover the 
Southwest, with headquarters at Salt Lake City. 

13 During the first two years of the oldest of these regional coordination efforts, that in 
the Pacific Northwest, the Secretary had no representative. It was the committee alone 
which was charged with coordinating responsibility, but it leaned heavily upon the sug¬ 
gestions and staff assistance of an Executive Director. The latter's position was highly 
anomalous because of his staff tie to the Secretary's Washington office and his subordinate 
status to the Field Committee as its employee. This situation was cleared late in 1948 when 
the Executive Director was appointed permanent chairman of the committee and as the 
Secretary’s representative reported to Washington through the Departmental Program 
Committee Chairman. 
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power over his operating bureaus, particularly by making the Secretary instead 
of a particular bureau legally responsible for programs, would greatly facilitate 
the above listed changes. This would be of special importance in the Department 
of the Interior which could then shed its “holding company” status and become 
a genuine agency for integrated management. 16 

Experience also points to a few essential changes in the status and powers of 
the departmental regional representative. While there doubtless remain many 
problems of discovery and invention in the development of these new area co¬ 
ordinators for whole departments, we may set down a few essentials that must 
soon be forthcoming. Thus far, in both the Departments of the Interior and of 
Agriculture, the Secretary’s representative has in no sense been “the boss.” He 
has moved with great circumspection. He has been most meagerly staffed for 
purposes of bringing to him a free and full flow of information from the operat¬ 
ing agencies and for watching the “follow through” on agreed activities. The 
system of reporting, save for the Missouri Basin Interior office at Billings, is 
almost undeveloped. To provide an accurate, prompt, and frequent appraisal 
of program progress from every operating agency is indispensable to any corre¬ 
lation function. It takes not only agency willingness to do this but staff facili¬ 
ties both for it and for the secretarial representative, together with well designed 
reporting techniques. The secretarial representative needs specific authority 
to work this out, together with funds for the agencies and his office to make it 
work. 

It is no disparagement of Interior’s regional programming and budgeting in 
the Pacific Northwest noted above to observe that the Chairman, as the Secre¬ 
tary’s representative, has been in no position to exercise effective criticism in 
reviewing the program and budgetary proposals of the several agencies. When 
a clash between two or more agencies arises, he has been able to suggest com¬ 
promises and adjustments. But on program budget estimates he has had no 
authority to question items and inadequate means of knowing when to offer 
either constructive or negative criticism. Undoubtedly the wide acquaintance 
of the Secretary’s representative with the programs of all the Federal resource 
agencies in the region, his extraordinary knowledge of the region, and his per¬ 
suasive competence have influenced the content of the regional program in 
ways difficult to measure. But something more is certainly needed. The least 
that should be given him is technical staff qualified to aid in furnishing effective 
criticism. 

It is also clear that where conflicts of agency programs exist or impend, the 
factual studies and field surveys essential to their resolution and to the building 

16 Reorganization Plans Numbers 3 and 4, submitted to Congress on March 13, 1950, 
incorporate the Hoover Commission policy for giving the Secretaries of the Interior and 
Agriculture responsibility for all programs, with minor exceptions, in their respective de¬ 
partments. The Congress permitted the Interior plan to become law, but the Senate vetoed 
the plan for Agriculture. It can only be a matter of time before the latter Department will 
be accorded the same treatment as Interior. 






576 


CHARLES MCKINLEY 


«im bash, JbSSLTntST T„ T ? e ““ flie * « Hu, Rogue 
certain features against the Fish and WUdrf ^ eclamatl ° n was arrayed on 
Service, and, in a minorrespecttheal ?™’ the NationaI **** 

studies essential to coping with the issues were ^^ a “ a S ement - The factual 
several agencies without anv advnnee „ if undertaben separately by the 
without agreement of the feet 1 °mprehensive P^ an for the studies and 
dragged tobe f^ed. Data collection has 

agencies and adequate in others The Secret* U f'^ , been deficient in some 

be clothed with responsibility and funTtoTee ThTth repreSentat 7 shouId 
are so mapped and prosecuted as tn a 6 , * f be surve ys and studies 
Big»ifican. “ *! *! 0rd * ““t 1 **"! «W free of 

schedule. ’ ge ' aut ^ entlc m quality, and finished on 

‘oo «» 

the quest for adjustments and compromises that afford th “* 1 f d f pensabIe to 
to a multiple riveI deveCm.nt^f^ HeS"‘ ,eSUot * 1 "* ili V 

experience might argue that P gram * Here again, Interior's 

the Field Co m »L« lo“te e,~e7!T , Mptes ““''«. Chaimau of 
lock of bureau hSiST bt 7 T re<1 “ ir,d break «“> 

of those wlioh c u“f wL M S :gSe7el'i°' Uti “ 

VUI. REGIONAL REPRESENTATIVES OP THE RESIDENT 

STS uutilthe whole 

mental management affords. There l onlv on, 1“ * 1°°^ hlgher than depart - 
this focus and that is the office of th* p y • j ® x ® cutlve center which can give 

to find staff facilities within his immediatf ntl + a f ** bas been neees sary 
tive departments at wihffigt 0 ^o wt‘t ^ ^ managethe “ 

tion of Federal plans and aXffies It t a f \ essentlal for regional integra- 
ately amplified on a regional basis 106 ° tlS ^ facillties be appropri- 

£•**.*■*• ^ 

from the central Federal Inter-Agencv Rive^R 6 ^^ Ste “ mmg 38 the y do 
interdepartmental committee) they like^heir «,! f C ° h mmit , tee (a voluntary 
resolve interdepartmental iurisdiVtll- f P t ’ have been impotent to 
sive, balanced regionaf^rShev W T ’ ? *°. build truIy ^“Prehen- 
lees and have been of some value in form, ft • erf01 f ned cbiefly mformational serv- 

Their rotating cS^S™I 

licity during their b^^tenure o^ffice^s Durine^th 5 ^ 11 ^^ 8 ^ “ pub “ 
co ’”” itt ‘ e 185 wid “ ed 

Administration ReJe^vll sJpp.T-Tl (Winte^T^sf Coininittee in PuU ™ 



THE VALLEY AUTHORITY AND ITS ALTERNATIVES 


577 


give initial attention to watershed problems. But the relative impotence of 
this body was clearly signalized by the manner in which it was ignored when 
the great 1948 flood was bringing disaster to people in the Columbia Valley. 
The job of Federal disaster assistance, reconstruction and planning was thrown 
to the Federal Works Agency, the Corps of Engineers, the Department of the 
Interior and the Housing and Home Finance Agency. The departmental repre¬ 
sentative of Agriculture participated in minor ways during the flood and in the 
collection of data on the damages as the waters receded. 

A field service unit at Washington in the Executive Office of the President 
will be required as the central focus for a group of regional presidential repre¬ 
sentatives whose assignment should provide the capstone for correlating in 
each region the total Federal interest in resource administration. It would be 
the job of the presidential field officers to bring into proper adjustment the 
plans and programs for water, land, mineral and energy resources of all the 
Federal departments and agencies, and to assist the departmental field repre¬ 
sentatives in articulating Federal with state and local policies. The latter task is 
inescapable if resource problems are to be met, because so much of the legal 
jurisdiction over all natural resources lies in state hands. 

There are of course no blueprints for such a new area management job, for 
reconciling it with departmental and agency operating functions, or for enlist¬ 
ing the participating cooperation of the state. But the need is urgent. Adminis¬ 
trative invention will have to write a new set of job descriptions, relationships 
and procedures to distinguish this new level of area coordination from those 
with which we are familiar in the well-managed operating agency. But they 
will probably resemble,' albeit on a distinctly interdepartmental basis, the ar¬ 
rangements now taking shape for the departmental field representatives. 
The success of the latter experiment will greatly smooth the way toward gear¬ 
ing into proper mesh the total Federal resource responsibility. It is at this point 
that the water and all the land and mineral resource functions must be made 
to complement one another, wherever a genuine interdependence exists. The 
basic tools for so doing exist in the planning and capital budgeting processes 
and in the occasional plugging of a gap in a research need when essential miss¬ 
ing data must be found for which no agency or department has responsibility. 
The administrative devices needed will also probably parallel those now devel¬ 
oping for the Departments of Agriculture and the Interior. A Federal interde¬ 
partmental field committee and subcommittees, a small but broad-gauged staff 
to share in technical leadership in planning and budgeting, liaison arrangements 
with the department field units and the appropriate state agencies (with repre¬ 
sentation of the latter where state and Federal interests join)—all these kinds 
of administrative mechanisms will be essential. The limits of their activity will 
have to be discovered in the process of working through the problems to be 
met. 17 

17 Some of these complexities might be avoided under a more revolutionary revision of 
the departmental system than has been suggested in any of the official reorganizations thus 
far proposed. Were the national executive departments regrouped into a handful of super- 
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29. Establishing Goals for Regional 
Economic Development 

Charles L. Leven 

In formulating regional development programs, explicit considera¬ 
tion must be given to goals. The frequently used objective of 
maximizing regional employment is critically evaluated and its 
relation to other possible goals considered. A model for assessing 
the effects of development policy on several goals is then presented. 
But unless development goals are specified independently, the 
model cannot by itself indicate an optimum policy. 

In recent years, there has been a very rapid increase in the use of 
systems analysis techniques in the study of regional economies. We have 
seen the construction of income and product accounts, interindustry 
tables, and micro-analytic models for specific regions. 1 It is not the 
purpose of the present paper to describe or evaluate such model-building 
efforts. Rather, it is to attempt assessing the role of these forms of 
analysis in the determination of regional economic development policy. 

All these models attempt to represent the economy of a region, or of 
some aspects of it, by a set of mathematical relationships, generally 
containing three kinds of variables: one , dependent variables, two, 
independent non-controllable variables, and three , independent control¬ 
lable variables. In the case of a simple interindustry model of a regional 
economy, an example of a dependent variable would be the amount of 
coal used in the production of steel within the region. It is dependent 
since the amount of steel produced in the region appears explicitly in 
the system, and the amount of coal needed for its production would 
thus be fully explained by the system itself. 2 

An independent non-controllable variable would be the demand of 
the rest of the world for steel produced in the region. This demand 
could not be explained as a function of other variables within the 
region. Nor is it subject to control by policy within the region to an 
important extent, at least in the short run and probably in the long run 
as well. Finally, an example of an independent but controllable variable 
would be the funds devoted to public highway construction or to financ¬ 
ing the current costs of public education. In part, of course, these 
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devices but as means of achieving increased understanding of the proc¬ 
esses relevant to policy decisions. 

But if these systems are to be used as aids to policy-making, an 
additional ingredient must be supplied in the specification of develop¬ 
ment goals for the region. An empirically operational model is capable 
of producing estimates of income, population, or employment, in great 
detail if desired and for any specified level of the controllable inde¬ 
pendent variables. The policy determination problem can be thought 
of as selecting that set of values for the controllable independent vari¬ 
ables that will result in the most favorable outcome. Where the most 
favorable outcome is one-dimensional, such as maximizing the number 
of jobs regardless of other consequences, the problem is a fairly simple 
one. 

However, where development officials are simultaneously concerned 
with several objectives, such as employment, per capita income, and 
the amenity value of public services, the problem is much more difficult. 
This paper will not be concerned with the question of what the most 
worthwhile goals of a program are in substance or how they should be 
weighted in importance; that is essentially the job of the planner. 
Rather, the concern will be with the consequences likely to arise from 
an oversimplified goal specification, and with the kind of analytical and 
judgmental exercise the planner must perform to avoid these conse¬ 
quences and to develop a concept of development goals sufficiently 
articulate to be used in the systems analysis of a regional economy. 

In the first part of this paper, the kinds of goals associated with 
regional development, usually those of maximizing total output or em¬ 
ployment, will be evaluated critically and a more comprehensive set of 
development goals outlined. In the main, the discussion will consist of 
a systematic consideration of the kinds of issues that need to be con¬ 
sidered in framing a development policy, without attempting specifically 
to establish any ordering of substantive ends. For the most part, the 
discussion will be confined to the economic development of regions. 
The second part of the paper will be concerned with the implications 
of a more extended specification of development goals (that is, a multi¬ 
dimensional view) than is typical of the kinds of analytical models 
ordinarily used to depict regional economic structure and change. 

I. A MODEL TO MAXIMIZE REGIONAL OUTPUT 

In general, economic development policy and economic structure can 
be represented by a set of behavioral relationships between dependent 
and independent variables, together with some function, to be maxi- 
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the model is not central to this discussion. For expositional ease it is 
posed in terms of a linear program of interindustry activities. Alter¬ 
natively, it could have been expressed as a set of income and product 
relationships, but this too is not critical in the present discussion : 6 What 
is significant is whether maximizing the value of product is a sufficiently 
articulate goal for development policy, and this, basically, is the ques¬ 
tion to be examined. 

Migration and Employment Goals 

In part, the answer will depend on whether the input of labor oper¬ 
ates as a constraint. Population could, for instance, be regarded as a 
totally independent variable. In that event, the economy’s full employ¬ 
ment production level would be a function of the region’s natural rate of 
increase plus net migration. Alternatively, net migration and hence total 
population could be regarded as dependent on the level of economic 
activity in the region. Though it will be useful to discuss the issue in 
terms of these extreme assumptions, it is important to note that actual 
situations would necessarily fall somewhere between them. Despite this 
fact, the desired economic end embodied in most community and re¬ 
gional development programs is a simple one-dimensional goal: to 
secure the largest possible increase in the number of available jobs in 
the region. In many instances, the expansion of the region’s employment 
base is accepted virtually without question as an expression of develop¬ 
ment policy. A major purpose of this paper is an evaluation of this 
thesis. 

Even in an area where in- and outmigration are completely restricted, 
economic objectives other than maximizing the number of available 
jobs would be relevant. The level of earned income per gainfully em¬ 
ployed individual, the rate of compensation per hour of productive 
effort, the stability of employment and income over time, the growth of 
employment and income in subsequent periods, the ratio of wage rates 
to commodity prices, and the size distribution of income all would have 
an effect on the region’s economic welfare. And in the usual case where 
migration is not subject to restriction, maximum growth of employment 
is even more subject to qualification as a single development goal. 

Some examples may help to make this clear. Growth in employment 
opportunities could, for instance, be achieved by substituting jobs hav¬ 
ing low productivity for those with high productivity. The employment 
growth objective would accordingly conflict with a goal of maximum 
earning power per worker. Similarly, once a given level of employment 
is reached, it might be impossible to increase it further without reducing 
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reasons for the myopic view of regional development, the problem of 
activating a more coherent policy would not seem too difficult. However, 
other explanations of the inconsistency pose a greater challenge. 

The fixation on economic growth as a development goal for regions 
is perhaps simply an extension of its acceptance as a national goal. But 
this ignores the very significant differences which exist between the 
regional and the national economic environments. First, the increased 
cyclical instability which may result from national economic growth can 
be counteracted by monetary and fiscal measures. For an individual 
region acting unilaterally this is not feasible. Second, while the problem 
of short- vs. long-run growth maximization exists for the nation as well 
as the region, it exists for the former at an entirely different level. The 
nation does not have the problem of committing a limited supply of 
land to large increments of slow-growing industries. For a bounded 
metropolitan region, however, this limitation may be critical. Third, if 
economic expansion is accompanied by adverse changes in the distri¬ 
bution of income, the federal government has vastly greater powers for 
making offsetting adjustments than do state or local governments. 

A preoccupation with community growth may also stem from what 
appears at times to be a rather frantic concern with the problem of 
human relocation. Communities do worry about having enough jobs 
available to absorb at least their natural increase in population. For the 
nation, of course, this is not a problem over and above that of main¬ 
taining full employment. The pattern of national growth may force 
workers to change jobs, industries, or even location, but it does not 
force them to leave the United States. Moreover, where transitional 
problems become acute, remedial powers exist: witness the legislation 
for agricultural support, aid to depressed areas, and manpower retrain¬ 
ing. For an individual community the problem may be a real one. And 
the fact that people move does not demonstrate that they are happy do¬ 
ing so. On the other hand, maximizing national productivity, and hence 
average regional productivity, depends on the mobility of resources, 
both occupationally and geographically. This relationship may produce 
a real conflict in objectives, and it would consequently not be irrational 
for a community to trade some economic efficiency for greater loca¬ 
tional stability. But before this proposition is accepted too readily, it is 
necessary to investigate whether the regret over induced migration is 
mainly expressed by individuals who have had to move to realize an 
improved economic position, or by individuals who are confronted with 
declining markets for local goods and services. In a capitalistic econ- 
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policy of growth for its own sake, they may well force an inefficient 
relocation to occur. Every region would then be forced into a purely 
promotional effort simply to offset the deviations from an efficient 
locational pattern resulting from the “imperialistic” policies of its neigh¬ 
bors. 

How can more articulate development policies be formulated? In part 
this is a problem of education. But it also involves philosophical issues 
such as: one, the relationship between population mobility and eco¬ 
nomic efficiency; two, the comparison of economic well-being for dif¬ 
ferent individuals; three, the priority of national over regional goals; and 
four, the extent to which an individual’s well-being depends on the 
economic well-being of his region or community independently of his 
own situation. Rather than dwell on these issues further, however, I 
shall turn to the question of the analytical feasibility of a more extended 
system of development goals than simply maximization of output. 

II. A MODEL FOR MULTIPLE DEVELOPMENT GOALS 

Assuming for the moment that development officials did typically 
adopt policies based on a more articulate concept of goals, is there any 
way of determining an optimum development policy with respect to all 
the considerations raised above? Dose an optimum policy solution 
necessarily exist? Is it a unique solution? Clearly, if the answer to all of 
these questions is “no,” this could provide an additional and rather 
convincing explanation of why maximizing growth is all that is sought. 
The rest of this paper will be concerned with examining the conditions 
under which answers to these questions could be obtained. 

So far as the first question is concerned, it should be obvious that not 
all the factors potentially relevant to economic welfare can be taken into 
account. To do so would require an operational dynamic general equi¬ 
librium model extended for n regions which would also have to in¬ 
corporate the size distribution of income. Nevertheless, while presently 
available analytical techniques can hardly be extended that far, they can 
take explicitly into account at least several goals in addition to growth 
of output or employment. 

It will be convenient to express a development model with a more 
extended concept of goals in the form of a linear program. In linear 
programming, the interaction of growth and economies of scale cannot 
be considered. This approach is a matter of expositional ease so far as 
this paper is concerned/and a matter of computational economy so far 
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With these limitations in mind, a model of regional development 
could be formulated as: 
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where Fp, Pi, X^, Xq, 

ciij, a iQ , and K are as defined previously, 

A G is 


the increase in the cost of providing a constant level of government 
services, Cv v and C x are the coefficients of variation around their trend 
values of value added and' total production, and V p and X are the first 
derivatives of value added and output with respect to time. 
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express aggregate stability and growth as weighted averages of individ¬ 
ual industry stability and growth. In order to take account of locational 
shifts the technical coefficients a i5 in (2) could be replaced by u$ which 
indicate not the amount of industry z’s output needed to produce a unit 
of industry y’s output, but the amount of industry z’s output purchased 
domestically per unit of output of industry jJ 

It could be argued that the informational requirements of (8) and 
(9) are rather severe, calling essentially for an estimate of future 
stability and growth prospects for every existing and prospective indus¬ 
try in the region. But if these are relevant development considerations, 
even very rough estimates would seem to be preferable to ignoring 
them. As a basis for these estimates, it would perhaps be tempting to 
use historical data for the United States as a whole, or for some major 
subregion. While this approximation would certainly be better than no 
information at all, use of such data would involve not only the ordinary 
problems of any extrapolation but also rather difficult disaggregation 
problems; for example, every subregion within a region could easily be 
more unstable cyclically than the region as a whole. 

The objective function itself, equation (5), contains what are prob¬ 
ably the most critical elements of all in determining the analytical fea¬ 
sibility of a welfare model of regional economic development: these are 
the questions of its form and the values of the parameters. So far as 
form is concerned, the presumption that level, stability, and growth of 
income are independent in their influence on welfare seems reasonably 
valid; it is difficult to think of exceptions. The assumption of linearity 
is subject to more question, but in this case it is difficult to think of an 
alternative formulation that could be defended a priori. Moreover, even 
in its simplest form, as in (5), the problem of obtaining estimates for 
the parameters is a formidable one. 

Nevertheless, if development programs are to be formulated with 
respect to economic welfare, some concept of a region’s economic goals 
must be made reasonably explicit, either through social-psychological 
research, through the political process, or through invoking an organ- 
ismic concept of the region as having ends of its own. Although this 
paper is not the place to pursue the subject of how to find out what 
people want, it is in order to point out that there are two levels of 
problems in determining community preferences. Individual preferences 
with respect to income level, stability, and growth must be evaluated, 
and the individual preference functions must be aggregated. With 
regard to individual preferences, more than one solution may be opti¬ 
mal for a given individual, but at least one optimal solution would have 
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could be regarded as desirable, supportable, or at the very least con¬ 
ceivable. 

The model developed to this point certainly represents a considerable 
compromise with reality. Only some of the factors which were discussed 
at the beginning, other than growth itself, have been accounted for, and 
some of these only imperfectly. There are other economic goals which 
have not been mentioned, such as minimizing seasonal variations in 
employment. And nothing at all has been said about possible interac¬ 
tions between purely economic and other types of goals which may form 
part of a development program. On the other hand, the model proposed 
here represents an improvement over the uncritical acceptance of maxi¬ 
mum growth as the sole criterion of economic development. While it 
would be desirable to develop a comprehensive welfare function, this is 
not very likely to happen. First of all, the empirical problems of re¬ 
gional analysis are substantial. Second, there is no reason to assume 
that the same general analytical model can be applied successfully to 
all regions, even allowing for differences in the values of its parameters. 

On the other hand, the preceding discussion is meant to emphasize 
the importance of considering goal formulation explicitly, independent 
of structural analysis, and to suggest some ways of approaching this 
task. Formidable problems remain in estimating community preferences 
for economic goals. However, the question of values cannot be avoided 
in policy decisions. If values are hard to identify and measure, this is 
hardly the fault of the model as such. 

III. NATIONAL AND REGIONAL GOALS 

Up to this point little has been said about the possible inconsistencies 
between adopting policies for optimizing economic development in every 
region and a single optimum policy for the set of regions as a whole. 
There are several reasons why optimal regional development may be 
inconsistent with optimal national development. Since development 
goals are typically for a number of key variables, it may be as difficult 
to arrive at a common denominator between regions as between in¬ 
dividuals in the same region. But even if maximum productive growth 
is the only goal of regions and the nation alike, it may be impossible 
to achieve both because of a certain lumpiness and immobility of 
capital investments. Moreover, where interregional population move¬ 
ments are unencumbered, the relocation of population necessitated by 
regional differentials in growth rates is not accomplished without some 
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ship with a limited number of very closely competing regions. In that 
event, it might try to take its competitors’ preferences into account as a 
"Way of formulating a defensive development strategy designed to offset 
development policies of its neighbors. This prospect of mutually antag¬ 
onistic regional policies is, of course, the reason why those concerned 
^with the national welfare must consider the possibility of inconsistent 
regional goals. To moderate the effects of interregional competition, 
economic welfare at the national level would probably have to be 
optimized, subject not only to the kinds of constraints already indicated, 
but subject to the additional constraint that the performance of any 
region with respect to any particular goal must not fall below some 
arbitrarily specified levels. 

This paper does not suggest how these levels should be set. Hope¬ 
fully, it points to the kinds of issues which must be faced in establishing 
any kind of development policy; it is meant to suggest some ways of 
attacking them. Finally, it has attempted to demonstrate that, however 
difficult they may be to resolve, these issues cannot be avoided. The 
discussion is meant to leave the reader with the view that coherent 
policies can and should be constructed on the basis of multiple objec¬ 
tives if planners are to make serious headway in approaching an opti¬ 
mum development strategy for regions. 

NOTES 

1 See, for example, Charles M. Tiebout, Markets for California Products 
(Sacramento: California Development Agency, 1962); Charles L. Leven, “Re¬ 
gional Income and Product Accounts; Construction and Application,” in Design 
of Regional Accounts, ed. Werner Hochwald (Baltimore: Johns Hopkins Univer¬ 
sity Press, 1961). The use of micro-analytical systems, i.e., systems which take 
into account the behavior of individual decision-making units, have mainly been 
developed in connection with urban renewal problems. Examples are the work 
currently underway in the CRP program in Pittsburgh and that being planned 
under CRP programs elsewhere. Another substantial effort at building micro- 
analytic models is the current work on Philadelphia within the Penn-Jersey 
Transportation Study. 

2 How accurately it would be explained is, of course, open to question. If, as 
in the typical case, it were determined from the amount of steel output on the 
assumption that the production function for steel is linear homogeneous (i.e., 
that the amount of coal needed would vary in direct proportion to the amount 
of steel produced), the estimate of coal needed might be inaccurate to the extent 
that this assumption were unwarranted. In principle, though, an accurate pro¬ 
duction function relationship could be determined. 

3 However, unlike the case of simple extrapolations, standard errors generally 
can be computed more readily for estimates made within a structural system. 
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3o. Criteria for Evaluating 
Regional Development Programs* 

John V. Krutilla 1 

I 

A regional development program will suggest different things to dif¬ 
ferent individuals, and to all it is likely to suggest not a single program 
but a number of related programs focusing on a co mm on objective. To 
a staff member of a development agency, a regional development pro¬ 
gram implies literally scores of individual programs ranging from those 
involving engineering projects to those basically educational in nature 
carried out co-operatively with educational and other regional institu¬ 
tions. Since these programs are neither comparable nor amenable to 
uniform methods of analysis, a complete discussion of criteria for their 
evaluation cannot be attempted in a paper such as this. This paper will 
discuss the problem only in general terms, therefore, to sketch out at 
least the nature of the problem and to inquire into some general lines of 
approach in handling it. 

To indicate the scope of the paper and to begin with a common 
understanding as to terminology, let us start by defining what wiE be 
meant by various terms employed. 

This paper will skirt the controversy as to what constitutes a region, 
since opinions among economists vary from a belief that the concept of 
a region has little value, 2 to the opposite position that there can be 
demarcated “but one best set of regions.” 3 For the purpose of this dis¬ 
cussion it will be adequate to define a region simply as an identifiable 
geographical area, whether a river basin, an administrative unit, or a 
combination of administrative units, depending on the specific problem 
at hand. Regions to be considered wfil be subareas of the United States 
and thus wiE represent open economics engaging in interregional trade. 
The paper will confine itself, also, largely to the problem of relatively 
underdeveloped regions. 

'The author is indebted to Pierre Crosson, Henry Erlanger, John Peterson, and Vernon 
Ruttan, of the TVA, and Otto Eckstein for their comments and suggestions on an earlier 
draft of the paper. 

’Rutledge Vining, “The Study of the Spatial Structure of an Economic System.” Paper 
presented at the December, 1951, meetings of the American Economic Association. 

’Walter Isard, “Some Emerging Concepts and Techniques for Regional Analysis” 
C Proceedings of the Western Exploratory Group of the Social Science Research Council 
on Regional Economic Analysis, Berkeley, 1952). 

* Reprinted from the American Economic Review, Vol. 45 (May 1955). 
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activities of the TVA to a considerable extent supplant activities which 
are carried out by a number of other federal agencies in other regions. 
The relative magnitude of governmental expenditures for programs 
other than resource development is likewise almost never taken into 
account. Federal expenditures for military procurement in California 
and New York during a five-year period (1950-54), for example, were 
roughly seven times as large as federal expenditures associated with the 
TVA over a twenty-one year period. In many other states, although not 
as large, they were multiples of the twenty-one year total of TVA ex¬ 
penditures. These expenditures, along with grants-in-aid to states, fed¬ 
eral construction, and various other direct governmental activities 
throughout the nation, suggest that the absence of valley authorities 
does not preclude the possibility that federal expenditures in regions 
other than the Tennessee Valley account directly for a larger portion 
of their growth in income. 

Second, regional comparisons of income relatives as a method of 
evaluation implicitly assumes that the activities of development agen¬ 
cies are encompassed within a relatively well-defined geographical area. 
In reality, since development agencies usually have responsibility for a 
number of resource problems rather than the economy of a well-defined 
region, development activities may radiate into adjacent regions observ¬ 
ing no common boundary for the entire “package” of resource develop¬ 
ment programs. For example, the water control program of the TVA is 
confined to the 125 watershed counties in parts of seven Valley states. 
The power program relates to a somewhat different area of about 170 
counties in these states. TVA’s activities in. regard to tributary water¬ 
shed development involve relations with the seven Valley states and its 
national responsibilities for fertilizer research and development involve 
co-operative relations with institutions in 35 states. The incidence of 
benefits stemming from these programs, moreover, is not confined to 
the areas in which the programs are centered. It is not meaningful, 
therefore, to take one area influenced by a development program for 
comparison with another area in which the program’s influence has also 
been felt, in evaluating program results. 

Third, such attempts at evaluation involve hidden assumptions that, 
despite differences in the variety and quality of resources which exist 
among regions, all regions have a uniform development potential. Stated 
differently, an assumption is implied that regardless of the differences 
which may exist among regions in all other determining variables, every 
region can be expected to develop economically as rapidly as another 
except for the presence or absence of a development program. 

To sum up, then, past attempts to evaluate regional development 
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for the Tennessee Valley. If estimating errors of opposite sign but equiv¬ 
alent magnitude for the base and given years are assumed, the true index 
for the Southeast would be 445 and 735 for the Tennessee Valley. With 
a range of possible error exceeding 200 percentage points in the index, 
we cannot feel secure that the indicated difference of 59 percentage 
points has not been influenced more by errors of estimation than by the 
development program. Since errors in estimating can produce a wider 
range of differences in our income relatives than can be realistically 
anticipated from the influence of limited development programs, one 
can legitimately question the validity of using comparative data on 
income (and other) relatives to evaluate development program results. 

Ill 

If relative changes in our economic data are not likely to provide a 
sufficiently accurate basis for evaluating development programs, what 
alternatives remain? The most fruitful approach, it seems, is one which 
examines each program activity individually for its impact on the sector 
of the economy toward which it is directed. One method of this type 
seeks to provide approximations of real income produced (or losses 
averted) by such programs which can then be compared quantitatively 
with costs. This procedure is used to indicate whether the criterion of 
efficient resourse allocation has been met. 

This approach presents several problems. It is desirable to recognize 
a specific limitation at the outset. Taking the TVA as an example, 
again, there are programs such as flood control, navigation, and power 
for which the development agency has exclusive responsibility and from 
which direct benefits are largely tangible. On the other hand, there are 
programs, such as tributary watersheds, stream sanitation, forestry, 
agriculture, and scores of others, which are co-operative ventures in¬ 
volving agencies of state and local government in addition to TVA. 
These programs involve research, development, and demonstration, in 
the main, and are fundamentally educational in orientation. Given the 
state of our research methods and knowledge, developmental results of 
some of these programs are scarcely less difficult to assay than results 
of research and public education generally, nor can quantitative valua¬ 
tion be placed on them more easily. With limitations on estimating the 
benefits of this type of program and shared responsibility for the re¬ 
sults, a precise quantitative comparison of benefits and costs from the 
agency viewpoint does not seem feasible. 

This type of program, however, has accounted for only about 10-15 
per cent of total expenditures in the case of TVA. The major portion 
of this relatively small share, moreover, is accounted for by TVA’s 
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programs after they have been in operation. Established operating pro¬ 
grams, moreover, provide known construction and operating costs and 
experience on which to base estimates of benefits. In this connection 
one consideration bears stressing. Facilities employed in such pro¬ 
grams have useful lives which are limited, in the main, only by techno¬ 
logical obsolescence. Related development which such programs induce 
will doubtless require some time to gain momentum. Evaluation of 
existing programs, therefore, should avoid judgment based on the first 
year’s or an average of early years’ results. Cumulative costs over the 
life of the program should be considered in relation to cumulative bene¬ 
fits expected to accrue over the entire life of the facilities as is done in 
conventional benefit-cost analyses. Projections based on experience 
with costs and benefits to date should facilitate estimating realistic 
cumulative totals. The problem posed by the difference in time distribu¬ 
tion of outlays and benefits must be taken into account, of course, and 
can be handled by use of the interest rate or discount factor. 

While this procedure provides criteria for evaluting development pro¬ 
grams, it has a national rather than a regional focus; i.e., it is addressed 
to the problem of allocating resources efficiently within the total econ¬ 
omy. Without supplementary analysis to determine the spatial distri¬ 
bution of benefits from program activities, it fails to provide much in¬ 
sight into the effect such programs have had on the development of the 
region itself. To answer this question, a somewhat different approach 
may be preferred for analysis and evaluation from a regional viewpoint. 

IV 

Regional development has been defined as a process resulting in a 
secular rise in regional output or real income. Increasing regional out¬ 
put and income implies both expansion of the region’s productive capa¬ 
city and growth of effective demand for the region’s output. Both con¬ 
ditions are necessary and combined will represent a sufficient condition 
for regional development. Attention has often been sharply focused 
on increasing output through stimulating increased participation of 
underutilized resources and/or increasing the productivity of resources 
being employed. Perhaps not enough attention has been directed to the 
process by which effective demand may be increased; namely, through 
retaining an adequate share of the resulting increased factor receipts 
in the region to increase the region’s effective demand for its own out¬ 
put and ensuring that the increased output include goods and services 
for which there is a highly elastic demand both from within and outside 
the region. 

The demand aspect in regional development becomes particularly 
















important when viewed in the light of a rising secular trend in national 
income. In fact, resource development programs derive their iustifica 

^o n Jr g ? fr ° m ** impHdt as ^“Ption that long-run r economic 
g owth will require the factors or services provided by such programs 

This assumption must be examined carefully, however, in connection 
ea , ch P r °g rai n activity. But within the context of an expanding 
ational economy, the degree to which development efforts will mat-f 
a contribution to underdeveloped regions will depend on how effective^ 
they assist the regions to supply, over time, a greater share of the to til 
economy s expanding demand for goods and services 

nn^ ev i° pm r ent , pr0grams may be evaluated from the regional view¬ 
point accordingly, m terms of their aid in increasing theproductive 

Xn'TouU? ^ 

nf l° Pr°m°te these dual objectives, resource development programs 

t/on L S U ^ e f. taken . by the federal government should focus Lem 
th?i r the limitation of their statutory authority) on influencing 
the suppty functions of factors for which demand is highly rSoS 

to * n . S1 ,? 1S . mCOme nationalI y- These factors ma/be referred 

to as strategic ’ factors. They will consist of productive factorTfor 
which demand will be relatively elastic both with respect to m-ir* anrl 
income, and favorably influenced by changing technology and tasted 
Devebpment programs which alter favorably the supply functions of 
strategic resources will improve the region’s competitive 
national market. Cross-elasticity of the derived^demlL forTra^ ^ 
resoles will increase the probability tataSlalS’S 
provided will attract external capital to the region. Branch rflaniQ n f 

fn^nationX 113 repT ?? ent a typical form of s * ch capital movements* 
m a nationally expanding economy. If the strategic factors furtW 

more are required by “growth” industries, i.e., 

Aetiend 0 incL demand “ inC ° me daStic “ d influenc ed positively by 

f^fwite 

employedcan 1 be*^^^^^increase^ 01 ”^ 6111611131 ^ reS<>Urces ^ be 
Cntem for evaluating the developmental effects of regional develnn- 
programs might then be: how effective were the develonmpnt P 
grams in shifting the supply function of 

were focused and how strategic, as indicated by their demSd rW* 
ns res, were the factors whose supply functions were thus affected? 

TemeTsee Ri™r °h’ "l 1 ”. 0 " ll ? at m "«iple-purpose development of the 
iennessee Elver, by altenng the production function for the region’s 
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power, produced a substantial shift in the supply schedule. Develop¬ 
ment of an inland waterway increased the supply of low-cost transport 
services. The water control program, by regularizing stream flows and 
permitting settling to occur in the reservoirs, lowered the cost and 
increased the dependable supply of high-quality processing and cooling 
water. 

We know that these factors, i.e., power, water, and in some cases 
water transport, are basic inputs in tie chemical industry, which inci¬ 
dentally has experienced a half-century of sustained vigorous growth. 
With respect to product demand, as an example, we know that changing 
technology, rising income, and changing consumer preferences have 
altered the derived demand for industrial fibers. There has been a 
spectacular substitution of synthetic for natural fibers. This in turn has 
fostered a vigorous demand for factors employed in the production of 
synthetics. In response to this growing national demand and the pro¬ 
curement advantages in the Tennessee Valley for basic inputs, invest¬ 
ment in facilities along the Tennessee River for the production of syn¬ 
thetic fibers has exceeded SO million dollars during the past several 
years alone. 

Stimulating capital formation is not limited to providing procure¬ 
ment, processing, and distribution advantages directly for new indus¬ 
trial enterprise. Such advantages provided originally may be reinforced 
by triggered developments. The most spectacular illustration of this in 
the Tennessee Valley is the developing chemical complex at Calvert 
City, Kentucky, near the base of Kentucky Dam. The initial develop¬ 
ment at Calvert City took place in 1948 when Pennsylvania Salt Manu¬ 
facturing Company erected a hydrofluoric acid plant. In addition to 
fluorspar, the basic requirements of the firm were relatively low-cost 
electric energy, large quantities of processing and cooling water, and 
water transportation for shipment of sulphur and salt. Concurrently, 
the Pittsburgh Metallurgical Company built facilities for producing 
ferroalloys to realize savings through joint development of docking and 
rail facilities. Pennsalt added a chlorine plant which, along with B. F. 
Goodrich’s plans to locate vinyl chloride facilities in the area, prompted 
construction of a calcium carbide and acetylene plant by Air Reduction. 
The latter’s location decision was influenced by the favorable source of 
intermediate products supplied jointly by Pennsalt and Goodrich, along 
with other favorable location characteristics of the area. These three 
firms now have two plants each at Calvert City which, along with Pitts¬ 
burgh Metallurgical Company and the recent addition of General Ani¬ 
line and Film Corporation, represent an investment of approximately 
70 million dollars—only slightly short of the total investment in flood 
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control, navigation, and power facilities of the Kentucky Dam project. 
This capacity has been built within a period of ten years after comple¬ 
tion of the dam The favorable opportunities for realizing agglomeration 
economies provided by the developing industrial comple^f mmeOver 
suggest a triggered development which in the long run will dwarf the 

“ penditUres necessar y- "« sufficient, 

f naI , ys / s of 1116 todustrial demand for power, use of the navigation 

supplies L° r rr ent 0f v U ,l k materiaIs> and use of mdustrial water 
supplies m the Tennessee Valley suggest that the water resource devel- 

opmeni programs have attracted the light metals industries, additive 
metals using electrometallurgy, synthetic fibers, and other chemical 
industries. Investment since the beginning of TVA’s resource devdon 
ment activities ^ plant and facilities along the Tennessee River (exclu¬ 
sive of TVAs installations) for which industrial water supplies water 
transportation, and/or relatively inexpensive electrial energy arX- 

anH Iocatl ® n i . facto f s > totals approximately 2 billion dollars. Dafa 
and conceptud limitations preclude our measuring how much the rate 
of investment has been increased. We know, however, by computing the 
location quotients for these industries, that a larger proSn of the 

^ eW capacity nationaII y has been built in the Tennes- 
see Valley since the advent of the resource development programs thS, 
was being built prior to it. p programs than 

Although the rate at which capital is formed will affect the rate at 

““ “ tile + i : at10 of merement m income to the increment in invest- 
0 “ ’ Ver me ’ °. ment comment - ^vestment expenditures of a devel¬ 
opment program in an underdeveloped region as well as tnVtrpreH 

less than the full multiplier effect on that region’s income In the first 

We partoTt? ^ t0 SUpply from dom estic production a 

large part of the investment goods required for the program In the 

structure of undetd^^^H 7 f ^ mily budget studies and the economic 
fmX f f nderdevel °P ed regions, the marginal propensity to import 

46 u CS r ° f the eC0n0my ass ociated with the second as well as^he 
first round of new expenditures is likely to be very great i^ XL fo 

e margmai propensity to import from the region by the rest of the 
national economy. This results from the low income ehSLSt ^ 

£) t£ ° f (agricultural 

^SSSSSSSSSS 
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additional export multiplier can be anticipated from the national 
economy’s imports from the region resulting from its exports of invest- 
ment goods to the region.® Accordingly, despite the high marginal pro¬ 
pensity to consume among low income underdeveloped regions, the 
region s inelastic supply of investment goods and the low income elas¬ 
ticity of demand for the region’s output, in the short run, will limit 
the multiplier effect of capital formation on the region itself. 

If the regional development programs have focused on development 
of strategic resources, increased factor receipts from the employment of 
these resources in the region by material-oriented industries will pro¬ 
vide, in time, the increment to total income necessary and sufficient to 
attract market-oriented consumer goods industries for which final 
demand is income elastic. This process of development reflects a change 
in the composition as well as level of regional output. If the region thus* 
increases its capacity to supply from home production its demand for 
income-elastic goods as well as supply a larger part of the expansion in 
demand originating nationally, ceteris paribus , the regional multiplier 
effect of capital formation both regionally (investment multiplier) and 
nationally (export multiplier) will tend to increase. 7 

The effects on capital formation and the income multiplier of de¬ 
velopment programs which improve the region’s capacity to supply 
strategic factors ran be contrasted with results to be anticipated from 


# f 1 r W ma ) rmiltiiUier m this case will he similar to an investment multiplier involving 

,Wa t*' ^ r * 15 Marhlup, International Trade and the Foreign Trade Multiplier. 

wtiW V h< * faGimt of investment goods and services provided by domestic 
production In equivalent to “home investment" in the Machlup formulation and the fraction 
7 ^vestment items provided from outside the region is akin to investment in the ‘‘second 

If * 


The re 


itmal multiplier can be expressed as follows: 


v * it K + m *‘ } ^ ^ h _ «(/ + ni) + mW 

(/ + m'j (j + m) ~ (7+^077+^13^^ 


Where: 


v ' ” change In regional income associated with new Investment; i = total amount of 
new investment ; a ; ■■ fraction of investment goods and services provided by regional 
capacity; a miction of investment items provided by remainder of the economy: 
m marginal propensity to import by the region; w' = marginal propensity to import 
from the region by remainder of the economy; $ ss marginal propensity to save in the 
region; a :;u marginal propensity to save of the remainder of the economy: kzztht 
regional multiplier. 

The increase In regional income accompanying new capital formation can be obtained 
from the following expression; 

dl(s + fit 1 ) + m* (a* i + i r ) 

(d + nt f ) (s + tn) — m'tn 


Where nil symbols remain m previously defined while T reprints new investment na¬ 
tional! v outside the region. The numerator will be Increased by larger values of a and m f 
in ftie tint term and the Increased value of m* which applies to %* as well as the decreased 
va ue of a In the second term. The denominator will be decreased by opposite changes in 

vnlo«$ of m and m\ The latter follows because of the different order of magnitude in the 
duttjp in import propensities governed by the relative magnitude of the trading areas. 
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programs which focus on resources for which demand is relatively in¬ 
elastic. The agricultural sector is useful as an illustration in this case 
because final demand for agricultural products generally is charac¬ 
terized by both price and income inelasticity. Growth in demand for 
agricultural output and hence for total factor input will not be propor¬ 
tional to growth of national income. Although substitution of factors, 
e.g., fertilizers and capital for land and labor, may result in a derived 
demand for some factors employed in agriculture to grow more than 
proportionally with demand for agricultural output, aggregate factor 
demand in agriculture will be subject to relative decline. Given an 
absence of production controls and price supports, resource develop¬ 
ment programs which contribute to increasing the aggregate factor em¬ 
ployment in agriculture would tend to affect adversely the terms of 
trade between agriculture and other sectors of the economy. Because 
of inelastic demand, income from agriculture may decline by virtue of 
the increase in output. For a region which is predominantly agricultural 
and seeks to achieve development through these means, the develop¬ 
ment effort will produce an extraregional consumers’ surplus with 
regional benefits being eroded away by adverse changes in the terms of 
interregional trade. 


In summary, one may conclude that any meaningful evaluation of a 
regional development program requires intimate knowledge of the many 
activities which it represents. Furthermore, an approach which attempts 
to evaluate each program activity individually for its impact on the 
sector of the economy toward which it is directed is more promising 
than one which attempts to determine justification for the entire pack> 
age of development programs by analyses conducted at levels several 
stages removed from the area of direct program impact. Moreover it 
is probable that development programs which are financed nationally 
have essentially a national rather than a regional focus and that bene- 
ts from such programs are not confined within the region in which the 

1S C6ntoed , Regiona I comparisons of relative change in so- 
called “economic indicators,” therefore, are not appropriatf to the 

-SSdloTeS'^ Sh ° uM 

Benefit-cost analysis, while approaching the problem at th* o 
pnate level, is designed to provide an 

criteria for evaluating developmental effects on theTedon in ^u T 
program « centred. Perhaps more useful for fttSr £ 
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analysis of the process of development and how regional development 
programs may influence that process. This requires an examination of 
the effects such programs have on the parameters of the region’s pro¬ 
duction and consumption functions over time and the trend in the struc¬ 
ture of markets. Although precise quantitative criteria may be more 
difficult to formulate in this case, an approach along these lines is likely 
to be more relevant, more informative, and more suited for analysis 
of the dynamic aspects inherent in problems of economic development. 



3i. The Role of Accounts in the 
Economic Study of Regions’ 

Edgar M. Hoover and Benjamin Chinitz 


'TiHIS PAPER aims to help clarify the part that systematic re- 
X gional accounts can appropriately play in basic economic 
studies of metropolitan regions. Our views have been shaped 
largely by experience in the design and early phases of execution 
of the Pittsburgh Regional Planning Association’s three-year study 
of the Pittsburgh region, and in the latter part of this paper we 
shall refer specifically to that design. We hope, however, that this 
methodological discussion will be of wider interest and applica¬ 
bility. " 


I. GENERAL FUNCTIONS OF ACCOUNTS IN 
THE ECONOMIC ANALYSIS OF A REGION 

It is well at the start to set up our notion of what comes under 
the term “accounts” in the context of this paper. Accounts mean, 
to us, systematic and quantitative cross-tabulations of economic 
transactions and claims, primarily in money units and primarily 

* Reprinted from Werner Hochwald, ed., Design of Regional Accounts. 
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cross-sectional in nature. Basic to this notion of accounts is the 
feature of double-entry: every transaction and every claim involves 
two parties, and in principle each item in a set of accounts is cross- 
checkable because it occurs twice. The “parties” in a set of regional 
accounts are not individual households or firms, but appropriate 
groupings thereof, which we shall call “sectors.” Finally we pro¬ 
pose to confine our attention in this paper to transactions (debits/ 
credits) accounts only, ignoring the whole area of “balance-sheet” 
or asset/liability accounting. 

Accounts, as Just defined, are useful at two different stages of 
regional analysis. Though the distinction is perhaps not so clear- 
cut as we here (for simplicity’s sake) make it appear, we can 
separate two major roles of accounts under the heads of “consist¬ 
ency-checking” and “impact evaluation.” 

Consistency-Checking 

It is clearly important that any analysis avoid internal contradic¬ 
tions so far as possible. Double-entry bookkeeping is an eminently 
logical way in which to impose that constraint upon our educated 
guesswork. 

Three types of consistency-checking suggest themselves, though 
perhaps only one of these really involves accounting in a legitimate 
full-fledged sense: 

a) Identity of the two sides of a single intersector transaction 
flow; i.e., A’s payments to B are the same as B’s receipts from A. 
Symbolically we might write this as: 

Cr _ Dr 
A B ~ B A, 
or 

Dr Cr 

A B '= B A. 

Example: expenditures by residents at regional drug stores are 
identical with sales of regional drug stores to residents. This is of 
course tautological; such identities may be useful reminders but in 
themselves are merely building blocks for full-fledged accounts. 
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b) Summation of one side of a sectors accounts- i e A’* inf i 

payments are the sum of A’s payments to all m -a ’ ’ ’’ A b ^ 
bolically, payments to all specific sectors. Sym- 


Example: a synthesis or breakdown nf « 

***** * total is arr^™^ 
mg all the components and adding them ud Th* c J ^ 
equation is really useful only if there is some ^ ™ ° n ' t ^ ,e 
estimating the total and if m independent way of 

- impale ^ 

tbe hazy component(s) can be derived as a^rSdud T 
independent estimates of its size can be checked ^ 

c Balancing the books of a ! consistency. 

8 0t a s P ecific sector. Symbolically, 

or [cf. (a) above]: ~ 

2Cr A = 

Here we have a full-fledged sector-accounting constraint canabl 

tions of the economy. S mtersector transac- 

Emmple: the regional balance of payments 

*•* - 

™less a residual is moderatelv small a / u aggregate- 

of» t ts to t ^ 

-ed to impose Mnstelcy ta My real seme £onM * P“ «“* •» 

Ihe essential point here is that as we deDart c„Wo n <■_ 
exhaustive accounts, the usefulness of th ? substantia % from 

“® 0rt de ™ ted 10 
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Impact Evaluation 
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This includes the identification and measurement of relationships 
among the various sectors of the regional economy, in such fashion 
that the results of any expected or supposed change upon the 

economy can be traced through the series of direct and indirect 
repercussions. 

We have two points to make here regarding the potential use¬ 
fulness of comprehensive regional economic accounts. First their 
usefulness can be minimal if they are done on a one-shot’basis. 
Second, even full and current accounts would not provide an ade- 
quate apparatus to generate the results a regional economic study 
shouid provide. Let us examine these two points separately 

Need for Continuous Accounting. Before a regional analysis 
can be of substantial real use to planners and policy-makers it must 
take on some dynamic character. A one-time cross-sectional de¬ 
scription of the “economic base” or of the trade flows and other 
connections among sectors of the regional economy is only a first 
s ep (a belt an essential one) toward a useful analytical apparatus 

It is clear in this context that if accounts are to play an effective 
part, they must be kept more or less current, and must cumulate as 
time senes. The national income accounts would lose most of their 
manifold utility if they were not compiled as continuing time series. 

egional accounts, too, will have to be put on a continuing basis if 
they are to serve as the basis for evaluation of changes over time. 
Most of the payoff comes not when the first balancing of books 
is achieved, but at a much later stage. 

The preparation of a comprehensive regional accounts system is 
therefore an appropriate task for a continuing statistical agency 
and not for an ad hoc project with limited life span. ’ 

Adequacy of Accounts for Tracing Impacts. Perhaps the most 
frequently suggested operational application of regional accounts 
(as distinct from their direct consistency-checking role) is in the 
evaluation of “multiplier” effects. The question here addressed is 
What changes in total regional business activity and income will 
result from a specific change in the region’s earnings from export 
of goods and services?” Coefficients derived from interindustry 
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and in,erector tmnsactions account, are need in tracing reoe, 
cessions of the initial change. The additional receipts troiife™,,’ 
are distributed to businesses (for materials, supplies, and senfoes) 
to gevemmeut (as tares), and to households (for labor se^Ti; 
as propnetmy mcome). On, of such part, of these payments « 
are received nothin foe region, further payments for g»ds and 

The attempt to derive a useful multiplier along such lines is of 
course beset by special difficulties when we deal with “ ™ 
regional economy. The interindustry and intersector orWR 
are not only difficult to determine, but may well be even less stable 
than the corresponding relations for the national economv Th 
most serious difficulty, however, is with the ‘leakages.” Thl'input 
side of each technical coefficient has to be broken down into 

ifZc^ VG T ° UtSide S0UrC6S ’ “ d breakdown, even 
if once determmed on a cross-sectional basis is certainlv in , 
instances highly unstable. ’ Iy m most 

One may question how useful such a multroltar i * 
would be r If lt were based „ precise ^5-^ 
of all the transactions involved. It is important to note tW i 
a quite limited range of repercussion effects (in terms of \ 

analysis, only those linkages involving “mvVtTllZ ^ 
actually subject to evaluation in this JL Our • ° n ) 13 

i^,' (mCr ^ pum p,am ^ ” 0 ^- 
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2) Where in the region will changes occur? (This geographical 
aspect is almost always crucial,) 

3) What effects on growth or internal patterns are foreseeable if 
(for example) we: 

a) put through a renewal project, 

b) change the tax structure, 

c) improve the skills of the labor supply, 

d) redistribute the costs of internal passenger movement, 

e) impose stricter pollution controls, 

f) negotiate lower freight rates, 

g) attract the headquarters of a big national corporation, 

h) build convention facilities, or 

i) increase the stature of our universities? 

The multiplier” effect and transactions-accounting play a quite 
minor role m an analysis adequately responsive to such questions 
as the above regarding repercussions of an assumed exogenous 
event. They play no role at all in the explanation or prediction of 
the exogenous event itself. 

Alternative Emphases in Regional Economic Analyses 

The discussion above has shown (1) that development and main¬ 
tenance of a comprehensive system of accounts for a regional econ¬ 
omy is an even more formidable task than might at first appear, if 
the system is to be sufficiently complete, current, and historically 
pounded to function adequately; (2) that regional economic stud¬ 
ies have to provide answers on a great many questions in which 
accounts could at best play a minor role; and (3) that the time 
and resources available to such studies and their responsibilities, 
as distinct from those of continuing statistical agencies, limi t the 
extent to which they can appropriately commit effort to develop- 
ment of accounts as such. 

All these considerations bear on the way in which the research 
effort of such a study can best be focused. Later in this paper we 
shall set forth the approach charted for the Pittsburgh Study. But 
first it will be helpful here to consider a more general dichotomy 
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of approaches. The two approaches we shall characterize in terms 
of vertical vs. “horizontal” emphasis. 

By “vertical” we mean an approach that seeks to probe as deep 
as possible mto the workings of the economy of the region under 
study while the outside world as such is not studied or even ob 
served directly. Only transactions with the outside world are 
recognized, as items in the accounts of the region in question 

What we call here the “horizontal” approach leans heavily on 
(i; mterregionaUy comparative structural analysis, and (2) loca- 

mentarity aIySiS ™ °* interregionaI “““petition and comple¬ 

te vertical approach addresses itself to a much narrower ranee 
of questions than the horizontal, since it takes all events or influ 
ences emanating from the outside world as exogenous, and merely 
seeks to provide a mechanism for evaluating the internal impacts of 
certain types of events that may be assumed to occur, such as an 
increase in exports. The “multiplier” type of question already cited 
is illustrative of the range of inquiry appropriate to this approach 
The horizontal approach, by contrast, pays a great deal of attention 
to the outside world,” and seeks to exploit another dimension of 
the mass of available data: namely, data for other regions either 
(1) similar to, or (2) economically tied to, the region under study 
Groups of similar areas are studied in order to discover em¬ 
pirically some useful trends, regressions, and other statistical rela 
bonships that form parts of the explanation of past or prospective 
behavior of die region we are studying. For example, in seeking 
to understand the levels and patterns of consumer and business 
service activities in the Pittsburgh Eegion, we have found it helpful 
to examme statistically the ways in which such activities are asso¬ 
ciated with total employment, population, income, retail sales age 
structure and industrial specialization, etc., among the medimL 
sized and larger metropolitan areas of the United States in years 
for winch data are readily available. This is quite different from 
the vertical approach, which would measure the receipts and 

f °, UtP p^ ntS of each of these of service establishments in 
the Pittsburgh area and try to develop from such accounts some 
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rules about how levels of local service activities would react to, say 
anges m total Pittsburgh income, or Pittsburgh exports. 

Secondly the “horizontal” approach considers specific regions 
oAer than, but economically related to, the region under siudy. 
Tins is m connection with interregional locational analysis, which 

whTf and pr ° ieCtin S ** activity levels in 

what are often called “basic” industries. All this is exogenous to 

11 V< j • j P P roac k P er se ~ accoimts for a region are not gen- 

outs’d eSlgned t0 e% V lain ^ levels of the basic activities. The 
side regions to which analysis is extended in the “horizontal” 

pproach include primarily regions related to ours either as markets 
or as compefators. For example, the Pittsburgh level of output of 

err Jw S P eCiaIt f s ’ ^-country goods, depends largely on (1) the 
growth of demand of certain oil and gas producing areas, par- 
ricularly in the Gulf region, and (2) changes in Pittsburgh's cost 
positon relative to two or three areas that offer its principal com- 
petition in serving those markets. 

As suggested earlier, the development and use of comprehensive 
regional accounts go with the “vertical” approach. Accounts are 
de-emphasized m the horizontal approach. Partly this is because 
many regions, rather than one, are involved, and no one has yet 
smously suggested that it is feasible to cairy out an operationally 
a equate metropolitan economic study in the framework of a 
multi-region interindustry model of the Leontief, Isard, Moses or 
other types. But also, accounts play a minor role in the horizontal 
approach partly because the use of that approach implies, as a 
nile, a strong interest in evaluating economic links and relation¬ 
ships on which accounts themselves throw little or no light and 
which are outside the scope of a vertical-type investigation. Also, 
the horizontal approach dispenses with a great deal of accounts 
effort because it provides acceptable (and often easier) ways of 
accomplishing some of the same purposes. 

This last point brings us back to the fact that the two approaches 
(one m effect maximizing the use of accounts and one minimizing 
it) are, to an important degree, alternatives. We have heard of no 
instance in which a metropolitan economic study had the resources 
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to push both approaches simultaneously to the limits of their 
productiveness. The typical if not inevitable situation is one calling 
for a major choice between Vertical” or ‘horizontal" emphasis ha 
the allocation of relatively limited resources. 

The choice will depend on many factors, not excluding the 
analytical predilections of the study designers. One important con¬ 
sideration is the necessary commitment of resources for those study 
objectives (e.g., analysis of the interregional location factors affect¬ 
ing the levels of basic industries in the region) which must in any 
event use a “horizontal” approach. If enough resources then re¬ 
main to develop also the vertical approach through an adequate 
set of regional accounts, and if there is a prospect that such ac¬ 
counts can be kept current, that effort may be advisable—though 
the possibilities for either supporting or shortcutting the accounts 
task by horizontal analysis of comparative economic structures in 
similar areas may still be considerable. 











32. Interregional and 
International Transmission 
of Economic Growth* 

Albert O. Hirschman 


“Growing Points" and Lagging Regions 

To complete our survey of inducement mechanisms, we shall ex¬ 
amine m this chapter how growth can be communicated from one 
region or one country to another. In this inquiry we may take it for 
granted that economic progress does not appear everywhere at the 
same time and that once it has appeared powerful forces make for a 
spatial concentration of economic growth around the initial starting 
y su stantial gains may be reaped from overcoming the 
friction of space through agglomeration has been analyzed in detail 
y the economic theory of location. In addition to the locational ad¬ 
vantages offered by existing settlements others come from nearness to 
a growing center where an “industrial atmosphere” has come into being 
with its special receptivity to innovations and enterprise. It was largely 
e observation of the latter connections that suggested to Marshall 
tne concept of external economies. 2 

i ™- Ver * he i reason > there can be little doubt that an economy, to 
lift itself to higher income levels, must and will first develop within 
itseit one or several regional centers of economic strength. This need 
±or the emergence of “growing points” or “growth poles” » in the course 

fhf ‘T".. T “ Se ? by Robert M< HaI « fa “Toward an Understanding of 

the Metropolis, Quarterly Journal of Economics, 40 (1926), 184-5. S 

is in Frir°A T Vey 0f , M " s . hall ’ s Views of other contributions to this subject 
s in Enc A. Lampard The History of Cities in the Economically Advanced 

^culartyT^lOl DeVehpment and CM Chan &’ 3 dan. 1955), 81-137, 

1 JLI 61e ^ “ Ce ’l “ Ae ten " used for both regional and sectoral growth 
leadership m the expanding and instructive French literature on the Object 

fZ ‘ Pe " ou *’ Note sur la notion de ‘pdle de croissance’ Mattriaux lout 
analyse de h oroissance iconomique, Cahiers de l’lnstihit de Science Eco- 

* Reprinted from Albert O. Hirschman, The Strategy of Economic 
JJevelopment. 
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of the development process means that international and interregional 
inequality of growth is an inevitable concomitant and condition of 
growth itself. 

Thus, in the geographical sense, growth is necessarily unbalanced. 
However, while the regional setting reveals unbalanced growth at its 
most obvious, it-perhaps does not show it at its best. In analyzing the 
process of unbalanced growth, we could always show that an ad¬ 
vance at one point sets up pressures, tensions, and compulsions to¬ 
ward growth at subsequent points. But if all of these points fall within 
the same privileged growth space, the forces that make for transmis¬ 
sion of growth from one country, one region, or one group of persons 
to another will be singularly weak. r 

The ability and tendency of growth to round itself out for a long 
tune within some subgroup, region, or countiy while backwardness 
retains its hold elsewhere has often been noted. If the tendency man- 
dests itself along clearly marked geographic lines, the result is the 
dmsion of the world into developed and underdeveloped countries 
and the split of a country into progressive and backward regions. On 
the other hand, progress and tradition may dwell in close spatial 
proximity by simply fastening on different human groups and eco¬ 
nomic activities that exist side by side; this state of affairs often en¬ 
countered m developing countries, has been aptly termed “dualism” 

and has already been examined in our analysis of the industrialization 
process (Chapter 7). 

With respect to different social or income groups a similar phe¬ 
nomenon may be noted: once one group has shown its readiness to 
acquire new wants and its ability to afford the products satisfying 
them, it wiff be catered to by a multitude of firms all tailoring their 
output to the type of per capita buying power and to the size of the 
market that have been revealed. It takes innovators like Ford and 
Gianmm to strike out beyond this charmed circle, just as it seems to 
take a special kind of boldness to establish a new basic industry or to 

JSS&JSg"" 1 po ‘“ a “ ,! *• 

Thus investors spend a long time mopping up all the opportunities 
around_some “growth pole” and neglect those that may have arisen or 

A PPj^ e . S4rie D, No. 8, 1955; J. R. Boudeville, "Contribution a 
1 etude des poles de croissance bresiliens,” Cahiers, Sine F, No. 10, 1957. 
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could be made to arise elsewhere. What appears to happen is that the 
external economies due to the poles, though real, are consistently over- 
estimated by the economic operators. 

The reason for this tendency—perhaps implicit in the phrase ‘noth¬ 
ing succeeds like success”—must be sought in the realm of social 
psychology. The progressive sectors and regions of an underdeveloped 
economy are easily overimpressed with their own rate of development. 
At the same time, they set themselves apart from the less progressive 
operators by creating a picture of the latter as lazy, bungling, in¬ 
triguing, and generally hopeless. There seems to be a cliquishness 
about progress when it first appears that recalls the same phenomenon 
among adolescents: the girls who menstruate and the boys who shave 
have an acute sense of their superiority over those who cannot yet 
claim such achievements. The tendency to magnify the distance that 
separates one group or region from another shows up in the derogatory 
use of the term indio in some Latin American countries to designate 
whoever is economically or socially ones inferior. Similarly, the aver¬ 
age Italian, in whose country economic progress has long been closely 
associated with latitude, is always ready to declare that Africa begins 
just south of his own province. 

Thus the successful groups and regions will widely and extrav¬ 
agantly proclaim their superiority over the rest of their country and 
their countrymen. It is interesting to note that to some extent these 
claims are self-enforcing. Even though the initial success of these 
groups may often be due to sheer luck or to environmental factors 
such as resource endowment, matters will not be left there. Those who 
have been caught by progress will always maintain that they were the 
ones who did the catching; they will easily convince themselves, and 
attempt to convince others, that their accomplishments are primarily 
owed to their superior moral qualities and conduct. It is precisely this 
self-righteousness that will tend to produce its own evidence: once 
these groups have spread the word that their success was due to hard 
work and virtuous living, they must willy-nilly live up to their own 
story, or at the least will make their children do so. 4 In other words, 
there is reason to think that the “protestant ethic,” instead of being 

4 ; Observation would seem to confirm that the behavior of second generation 
businessmen is far more compulsively “businesslike” than that of the pioneer gen¬ 
eration. ° 
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the prime mover, is often implanted e* post as though to sanctify an< 
consolidate whatever accumulation of economic power and weld 
has been achieved. To the extent that this happens a cbwTT 
ticularly favorable to further growth will actually come into existed 
m the sectors or regions that have pulled ahead, and this will con 
firm the economic operators in their preference for these regions and 
make it somewhat less irrational. ® s and 

The less developed groups and regions also make unwittindv a 
contribution to the process which we can only sketch here. FacedXth 
the sudden improvement in the fortunes of some of their ™ 
patriots, they will frequently retort to the dails of 'S 

these nouoeaux nches by accusing them of crass materialism sham 
practices, and disregard for the country’s traditional ilTj 
spiritual values. While such charges are directed with particular relish 
at minorities, whose importance in the process of development is 2 
recognized, purely indigenous entrepreneurial groups are bv no meant 
exempt from them. In this way these groups are, as^t wem conS 
mto minorities in their own country,* often estranged from the rest 
of then compatriots, and ostracized by the traditional elites Such a 
development is particularly likely when the first stages of comme cid 
and mdustaal progress are localized in a center other than the mpM 
city. In this case, the rift between this center and the capital may well 
widen cumulatively over a long period of time. The very fact that the 
leading families of such cities as Barcelona, Sao Paulo, Medelhn a nd 
Guayaquil lived far away from, and often in conflict with, the ce’nte 
of politics, public administration, and education made for a doeS 
concentration of succeeding generations on business pursuits rate 
than for absorption of the most talented by other careers thlttnv 
more prestige in a traditional society. This situation may a^nS 

CbUrJtaS “2,* ■ P-ince of 

prom^n^part'i^^he'counhy^developm^nt^d! 011 '^^ 115 ' ^ Ut ^aring^aken < such < a 
as a separate group; and Xen faougH ,s 

P 62) P Te n con nt H <7Ue " 0 C f 0nizat ‘ on in WestJI Colombia^leAdey^mg] 

oi fasVt “ " de *~ d ^ ** J<U - at 2 
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to a clustering of investment around the initial growing point, which 
1 J, healthy io, the wnsolulation of economic growth at its beginning 
but may represent irrational prejudice and clannishness at a later stage 

Trickling-Down and Polarization Effects 5 * 

No mutter how strong and exaggerated the space preference of the 
economic operators, once growth takes a firm hold in one part of the 
national territory, it obviously sets in motion certain forces that act 
on he ™nnng parts. In examining these direct interactions, we 

* ,1 . in ^ 1 t u ‘ f ^ um has hc.cn experiencing growth 

and ..mtli the one that has remained behind. This terminology 
! S «m; fact that a large number of lagging areas, at least 

m t!u‘ Northern Hemisphere, appear to be located in the southern 
patts oi the countries to which they belong. The term “.South” as used 
here does not include undeveloprd-i.e,, largely unsettled-areas. 

I he growth of the North will have a number of direct economic 
repercussums on the South, some favorable, others adverse. The favor- 

5a. Footnote added la proof: The argument of the following sections was out- 
1,1 ', 14 V l " my divestment Policies and ‘Dualism’ in Underdeveloped 

47 1957 >> r>rM0 - 1 n«w And that 

4i twr Myr<U luu addn^ni hirmell to similar problems in Economic Theory and 
t rider Drnf,.,.<■< Hr'giom (London. 1957), particularly in chapters 3 to 5, and has 
lud recourse to the same conceptual tools that are employed hero: his ‘’backwash" 
and spread effects correspond exactly to my ‘‘polarization’’ and “trickling down” 
It !lit •"*'*’"" si,l, ‘ ruhl<! In emphasis and conclusions. 

t ! I T.W k< >i “ r WNS ‘ V " Iy ,lis " ,a1 ' *" tl, ‘> &st Place, he fails to 
, V ’ , tw emergence of growing points and therefore of differences in 

development between regions and between nations is inevitable and is a condition 
of futther growth anywhere. Secondly,, his preoccupation with the mechanism of 
cumulative causation hides from him the emergence of the strong forces making 
ior a tummy point ..noe the movement toward North-Sonth polarization within a 
country has proceeded for »nnf time. Finally, the picture he paints of international 
tiansu, “sion of growth is also too bleak in my opinion as he overlooks that 
the jwlari/ation (backwash) effects are much weaker between nations than be¬ 
tween regions within the same country. However, 1 fully agree with Myrdal on 
the importance of political forces In effecting a North-Sonth rapprochement within 
a roimtry ami on the need for the emergence of such forces on the international 
level to help narrow the gap between the developed ami the underdeveloped 
I luiw hm> the? dhamdoo eontaim«l In the remainder of this 

ehapter, 
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able effects consist of the trickling down of Northern progress: by fax 
the most important of these effects is the increase of Northern purchases 
and investments in the South, an increase that is sure to take place if 
the economies of the two regions are at all complementary. In addi¬ 
tion, the North may absorb some of the disguised unemployed of the 
South and thereby raise the marginal productivity of labor and per 
capita consumption levels in the South. * 

On the other hand, several unfavorable or polarization effects are 
also likely to be at work. Comparatively inefficient, yet income-creating. 
Southern activities in manufacturing and exports may become de¬ 
pressed as a result of Northern competition. To the extent that the 
North industrializes along lines in which there is no Southern produc¬ 
tion, the South is also likely to make a bad bargain since it will now 
have to buy Northern manufactures, produced behind newly erected 
tariff walls, instead of similar goods previously imported from abroad 
at lower prices. 

A most serious, and frequently observed, polarization effect con¬ 
sists in the kind of internal migration that may follow upon the 
economic advances of the North. Instead of absorbing the disguised 
unemployed, Northern progress may denude the South of its key 
technicians and managers as well as of the more enterprising young 
men. This type of migration may actually be undesirable not only from 
the point of view of the South but also from that of the country as a 
whole, for the loss to the South due to the departure of these men may 
be higher than the gain to the North. This possibility is inherent in the 
contact between the expanding North and the stagnant South: in the 
North new jobs must be manned and, at least in the skilled grades 
the wage and salary scale will reflect relative scarcities and produc¬ 
tivities; whereas in the South skilled work and better-than-average 
performance will often be poorly remunerated either because they are 
simply not recognized or because they are not valued very highly« or 
because they carry nonmonetary rewards. Thus actual pay differentials 
between North and South are likely to overstate considerably the real 
productivity differentials in the most productive and skilled grades. In 
addition, of course, mobility is highest in these same lines so that it 
becomes almost a certainty that the South will lose to the North first 


* at ai ^vely discourage better-than-average performance 
(see p. 12) are unable to abolish it altogether simply because of iimate differences. 
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and foremost its more highly qualified people. And, along with skill 
and enterprise, what little capital the South generates is also likely to 
migrate northward. 

In spite of this bleak picture, we would still feel confident that in the 
end the trickling-down effects would gain the upper hand over the 
polarization effects if the North had to rely to an important degree on 
Southern products for its own expansion. For instance, if the North 
specializes in manufactures and the South in primary production, the 
expanding demand of the North ought to stimulate Southern growth. 
But things may go less smoothly. It is likely, in particular, that the 
short-run supply elasticity is low in the South so that the terms of 
trade will move against the North. 7 

In this case, three possibilities arise. In the best of worlds, the rise 
m Southern prices would fairly soon prove effective in raising pro¬ 
duction. Another possible, though far less satisfactory, outcome would 
consist in the slowing down of Northern progress resulting from 
rising labor and material costs. But such a development is un¬ 
likely as long as the North is not entirely dependent on the South. The 
third possibility is therefore for the North to alter its method of pro¬ 
curing needed primary products. Faced with the upward trend in 
Southern prices and exasperated by the unreliability of Southern 
production, Northern operators may draw on imports from foreign 
areas or may replace Southern products by developing their own 
primary production. In this way, checks to the trickling-down effects 
may well come into play, and as a result the South could be left in a 
far w^se backwater than before. For once the North possesses within 
itself a large and productive agricultural area or is able to supply its 
needs in primary products from abroad and through domestic synthetic 
production, the South will be largely cut off from beneficial contact 
with Northern development, while remaining exposed to the adverse 
polarization effects. Under these conditions—which are or were fairly 
typical of such backward regions as Brazil’s Nordeste, Colombia’s 
Oriente, and Italy s Mezzogiorno—the stage would be set for a pro¬ 
longed split of the country into a progressive and a depressed area. 

7. This situation has been fully analyzed by H. G. Johnson for the case in which 
a developing industrial country trades with a stagnant agricultural country; see 
his "Economic Expansion and International Trade,” Manchester School of Eco¬ 
nomic and Social Studies , 23 (May 1955), 96-101. 
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e ? n0miC ? ressures to remedy such a situation are likelv 
6 ™ s . e ves a S ain - Industry will become congested in North- 
CTn cities and its expansion will be hampered by the insufficient size 

South aT” 6 market resultm g from toe depressed income levels in the 

r Ucy “ Jt “ s wm be •» x. 

Ok at Southern development potentials whenever balance-of-pav 
ments or other supply difficulties make it clear that the counfrv is 
harming itself by its failure to utilize fully its Southern resomces ^ 

toe tiS-dc^ T ket f ° rCeS **“* GX P ress toemselves through 
to^f the lir^fK 5 ™ 00 ***** result in ^ temporary vfc- 

SrS^aSsssHW 

The Regional Distribution of Public Investment 

*** *** <•» •«» 

Hon of public investments ThrJT™^- 15 the regional alloca- 

*•?*■“•* 

tempts to promote the development of backward Z? ' “ d 

of r tSevSrst:-Sir 1 t“t 

ment decisions is not so much the obsession with ^ h ^ toveSt " 

dispersal of funds among a large n^wJ^LT as the 

widely over the national territo^. F ° ]eCtS SCattered 

While this pattern is dominant only in countries whor» A 
economic growth has not yet taken hnlA f wh f e dynamic 

steady pull in practicallv all a a i ** , an saic * to exert a 
obvious reason is that public • Un d® rdev ® lo ped countries. The most 

political oni among r^ n ZTc^? d f Si0nS “* ^ the 

ments. Whether to build a road here 2th eC ^ tt>s J 1 *” ^ g° vern ' 
construct a power plant that ic to , * than there ’ wheth er to 
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tion is strong to scatter the investment effort far and wide. Discon¬ 
nected roads are built at many points; small Diesel power plants and 
aqueducts are installed in many towns; even low-cost housing pro¬ 
grams which should obviously concentrate on relieving critical short- 
ages and on slum clearance in the big cities are often similarly dis¬ 
persed. J 

More fundamentally, the tendency toward wide dispersal of invest- 
ment funds may be due to what was called in Chapter 1 the group- 
focused image of change, i.e., to the fact that economic progress is 
conceived as a force which ought to affect equally all members and 
sections of the community. Wherever this idea prevails, governments 
are unprepared and unwilling to make the choices about priorities and 
sequences that are the essence of development programs. When the 
feeling is widespread that something is wrong with even temporarily 
preferred treatment for some regions, the government may find it 
politically dangerous not to take this factor into account. 

Finally, the dispersal pattern can be explained by certain shortages 
usually affecting underdeveloped countries. The elaboration of the 
many small projects into which public investment is typically split up 
when this pattern is dominant requires comparatively little engineer¬ 
ing and planning talent, whereas the larger projects in electric power, 
transportation, or basic industry require far more such talent than is 
usually available to the government. This is why entirely too much has 
been made of the argument that development is held back not by the 
scarcity of funds, but by a scarcity of “bankable,” i.e., well-conceived 
and engineered, projects. The question which should come first, the 
project or the funds, is really of the chicken-egg variety. Obviously 
funds can be spent only on clearly defined projects. But without 

definite expectations that funds—from domestic or foreign sources_ 

will be forthcoming, the considerable cost of engineering and economic 
studies and the administrative effort required to gather the necessary 
staff and to obtain the assistance of foreign consultants will most likely 
not be undertaken. The promise of foreign funds—provided the studies 
prove the project feasible and worth while—is particularly important 
if this effort is to be made, as a large project usually results in one 
regions obtaining for the time being a substantial advantage over all 
others. This is an investment decision which a national government may 
find it difficult and imprudent to make unless it has the feeling—and 
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the excuse vis-i-visthe other regions—that international development 
capital is not to be had at all on other terms opment 

Moreover, the study and preparation of a'large-scale project implies 
m iteetf-especially in countries where there is the rhetorical tradSon 
of confusmg the word with the deed, and the announcement of plans 
with their realization—a commitment to the region which is gotag to 
be many benefited. Governments are therefore reluctant to s^t 
such studies unless they feel reasonably sure that they will be able 
to deliver. Unless they have assurances in this regard fhev would h« 
pohricafiy much better off to let sleeping projects ST 7 

e International Bank for Reconstruction and Development has 

° hargeS ° f “ sufficient Ending by die 
argument that there were not enough “bankable” projects available 8 

ut m fact the Bank has frequendy acted in accordance with the point 
of new just outlined i.e., it has helped in the preparation of suS 
projects by virtually committing itself in advance to the financing of 

engineering*smweys.^ 6 ^ ^ ^ C ° St ° f Felindnary 

In this way the availability of international development capital mav 

tion ke 0 n r a a f hlft ^ diS ? erSaI ° f Public Vestment toward concentra 7 
tion on a few key projects. The “demonstration effect” of Si 

projects undertaken in other countries also works in this direction But 
*e most unportant force opposing the tendency twvd e^l 
Aspersd of public investment is the growth pattern characteristic of 
rapidly developing countries. Development often begins with the Id 
en, vigorous, and nearly spontaneous growth of onf or a few regions" 

ater supply as well as m housing and transportation bottlenecks 

Th “' f« several types of capttLete^fHi't 

appear aad be give,, the highest p, iodty whe ,C„ 

‘r?,* 

in the course of its operations is how liliteTi!th* 011 Bank has learned 

countries to absorb capital quickly for reallv nrod* p. apaClty of Ae underdeveloped 
experience to date LJtoZt 4^1 ™Z ‘ ' ' 

sufficient resources to help finance all the sound nrodnl ” ^ acquire 

countries that will be ready for in f P ^ f Ve P r0 J ects “ its member 

priately be financed through fore^ T ™ fT’ ** Can ap P ro ' 

private capital.” Fourth AnnuuZ Report (Wadii^Tg^Q) pp^ 
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they correspond to the government’s sense of distributive justice and 
to its pattern of regional political preference. The public investment 
in overhead capital in turn makes possible further growth of industry 
and trade in the favored areas and this growth requires further 
large allocations of public investment to them. 

Determined as it is by the volume of private investment and the 
general rise m income in the developing areas, public investment 
c early plays here an ‘induced” role, and investment choices are often 
remarkably and unexpectedly obvious. It is not always easy, however, 
to have these obvious choices adopted, partly because of the con¬ 
tinuing desire of governments to revert to the policy of scatter, and 
partly because a new pressure soon makes itself felt—namely, to ac¬ 
celerate development in the areas that have fallen behind. 

A situation in which the bulk of public investment is continuously 
being sucked into the comparatively developed portions of the national 
territory cannot in the long run be considered satisfactory by govern¬ 
ments because of compelling considerations of equity and national 
cohesion. In fact, the attempt to change drastically the distribution of 
public investment in favor of the country’s poorer sections often comes 
at a point that seems premature to the foreign observer or adviser for 
the simple reason that the more rapidly advancing sections do not 
strike him as so outstandingly prosperous. It is, however, quite under¬ 
standable that the attempt should be made long before these sections 
have come anywhere near fully developing their potential. Moreover, 
the poorer sections of the country, where careers in industry and trade 
are not promising, often produce, for this very reason, a majority of the 
country s successful politicians and thereby acquire influential spokes- 
men in the councils of government. 

It is possible that the transition from the second pattern—concentra- 
P u bHc investment on spontaneously growing areas—to the 
third—attempt^ to ignite development in the heretofore stagnant 
areas through “autonomous” public investment—is facilitated by cer¬ 
tain peculiar properties of public investment Usually the second 
phase results not in a mere shift from scatter to concentration of a 
given investment total, but in a considerable enlargement of the total 
amount of funds required for public investment. These funds are 
secured through the introduction of new and higher taxes or through 
other 'permanent revenue-raising devices. a 
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On the other hand, it is probably reasonable to assume that the 
need for the mvestment of public funds in the counby’s spontaneously 
growing areas is particularly great in the initial stages of development 
as basic utilities are created and rapidly expanded. After development 
has proceeded for some time, the LI fo/public 
tion to private mvestment tends to decline and in any event an in 
creased portion of public investment can be financed out of earnings 
of previous investments. This land of change in the 
mvestment is implicit in the term “social overhead capital.” P * ° 

and 0ther measllres wh ich have financed the original 
spurt in publicmvestment continue to yield revenue, some funds lav 
Aus become, if not unemployed, at least less compelling^ employ! 
Aan previously. This is likely to be immediately sensed by the oK 
responsible for apportioning public investment and provides an excel 
lent opportunity to those among them who want to change its geo 
graphic composition in favor of the less developed sections 8 

t ,7* P ubbc ^vestment policy may accentuate at one stave 
the North-South split, it can be counted upon to stage at 1Iff 
attempt to heal the split should it turn out to be prolonged For th! 

vZ!fnt’™ e e‘b “ P articularl y P^valent in the de- 

In K tl f ^ badcwardareas underdeveloped countries 

In fact, the government will, to the best of its ability attempt to 

At c2 

ments are urgently required. The most obvious and least “riskv” 

pSon" decSc^ow! ^ *£*'*££££ 
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the South because of the weakness of its entrepreneurship and the 
purely “permissive” character of the inducement mechanisms set 
in motion by these investments. Although some investment in public 
utilities may be indispensable, the essential task is to endow the South 
with some ongoing and actively inducing economic activity of its 
own, in industry, agriculture, or services. For this reason, the build- 
ing of a steel mill in Colombia’s Oriente and the founding of the new 
Brazilian capital in the long neglected “interior” will probably turn 
out to be effective governmental development moves in spite of initial 
mistakes, difficulties, and setbacks. 

Interregional and International Transmission Compared 

Our discussion has made it clear that the interregional transmission 
of growth cannot be expected to proceed smoothly. Obstructionist 
forces have been seen to be at work alongside those that mnlo for 
integration, in the economic and political fields. It is tempting then 
to apply an a fortiori argument to the international transmission of 
growth: if interregional transmission is beset with obstacles, is it not 
natural to conclude that international transmission will be even more 
difficult? 

While the disparity in the development levels of different coun¬ 
tries would seem to support such a conclusion, it is not at all justified 
by the arguments we have used in demonstrating the difficulties of 
interregional transmission of growth. Some of these arguments rather 
point to the somewhat unsettling thought that the various “Souths” 
might be better off if they were sovereign political units, i.e., that in 
some respects growth may be more easily transmitted from one nation 
to another than from one region to another within the same country. 
We will first explore these “economic arguments for separatism” and 
then show in what respects transmission mechanisms are after all 
more effective between regions than between sovereign countries. 

The case for separatism. In general it may be expected that because 
of the closer contact and more intensive interaction that exist among 
regions of the same country than among sovereign nations, both trick- 
lmg-down and polarization effects will be found to be stronger in 
interregional than in international economic relations. 
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The case for separatism will therefore consist largely in showine that 
the polarization effects will be far less damaging to a coun JfffanTo 

tilTw 7" “ Certa ! nly case for the mobility of factors d'produc- 
bon. We have seen that within a country this mobility can behighlv 
prejudicial for the South, and conceivably even uneconomic 
point of view of the country as a whole. If the South were an inde 
pendent country, mobility would certainly be far lower and the sZt 
em development potential would be less impaired. 

P olarizat ion effect consisted in the debilitating influence 
of Northern competition on Southern economic activities 8 sattsfW? 

fbsTnt be^ dem “ ds - A & in > Ais effect would be vSly 

absent between mdependent countries. With respect to thlktte 

countries compete in international markets on the basis of comparative 
advantage, regions within a country on the basis of ah«nii *■ 

Suppose that North and South, considered !S££5? 

sugar pnriucbon would be expanded in the North and ma v bl’ 
The same reasoning holds for industrialization. It has freonenH,, 

nomTctwereil^S !° P oin ^-the absence of eco- 

respect to such matters as currency issue and 

,my b ' * - 4 - 1 * -“<2*p * *2 

The preceding argument is reminiscent of Viner’s celebrated thesis 



TRANSMISSION OF ECONOMIC GROWTH 637 

that a customs union between two countries may lead to a less, rather 
than more, efficient allocation of resources. 10 To prove this proposition, 
Viner invoiced only the “trade-diverting effects,” i.e., the possibility 
that die partners of a customs union will now buy from each other 
what they could previously obtain more cheaply—and what ram 
more efficiently produced—in third markets. This argument is also 
applicable to our problem, but the polarization effects relating to factor 
mobility and North-South competition in exports and industry are 
perhaps more important in a developmental situation. 


The case for surrender of sovereignty. We must now come to the 
otter half of our story. As the polarization effects will be stronger 
when mere are no frontiers to cross, so will the tridding-down effects. 
The advance of die North is bound to lead to purchases and invest¬ 
ment in the South. All complementarities that exist within a country 
will be readily exploited. Regional specialization patterns will emerge 
and are not likely to be tampered with even when they are based more 
on historical accident than on comparative resource endowments. 
Not so between sovereign countries. Here potential complementarities 
are likely to be taken advantage of in a far more selective and spotty 
fashion, not only because of the “friction of space” but because of the 
many other frictions that are encountered as soon as frontiers are 
crossed. Protectionist movements and reactions to balance-of-pay- 
ments difficulties will set up strong obstacles to the emergence of a 
finely articulated division of labor and will always threaten it if it 
should arise. 


The triclding-down effects will still be powerfully effective in pro¬ 
moting development of countries with resources that are highly prized 
by the industrial countries. But if a country has nothing particularly 
essential or attractive to offer, it may remain excluded for a long time 
from any important participation in world trade when, as a region 
integrated into a larger country, it might have contributed quite nicely 
to interregional trade. , J 

In our treatment of interregional transmission of growth we saw 
the principal danger of an emergence of a North-South problem in 


10. Viner The Custom, Union Issue (New York, 1950), ch. 4. For a systematic 
Vi-r. « J. E. Tk. 7W, « 
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transmission of growth are likely to be more powerful than those mak¬ 
ing for international transmission. 


Optimal Institutional Arrangements 

The reader may wonder why we examined in so much detail whether 
it is better for an underdeveloped area to be a region or a nation. Few 
areas can choose. Nevertheless, the realization that growth is trans¬ 
mitted more easily between nations than between regions from the 
point of view of some of the mec h a ni s m s we have analyzed, while 
™ e opposite holds for others, makes it tempting to think about the 
possibility of optimal institutional arrangements. If only we could 
in some respects treat a region as though it were a country and in some 
others treat a country as though it were a region, we would in deed 
get the best of both worlds and be able to create situations particularly 
favorable to development 11 

Let us look first at the regions. Their advantage consisted largely 
in their greater exposure to the triclding-down effects and in their 
ability to call for help from the larger unit to which they belong. Their 
disadvantage seemed to lie principally in their exposure to polariza¬ 
tion effects, in their inability to develop production for exports along 
hne S of comparative advantage, and in the absence of certain poten- 
tiaiiy development-promoting policy instruments that usually come 
with sovereignty. A nation attempting to develop its own backward 
regions should therefore provide certain “equivalents of sovereignty” 
tor these regions. The most important of such equivalents is a re¬ 
action against the feelings of despondency and self-denigration so 
often encountered in the South, and the mobilization of its energies 
through regional institutions and programs. The need for this approach 
has been felt in several countries where regional development corpora¬ 
tions and banks have been set up. Effective aid to the establishment 
of industries in the South may call also for national income tax de¬ 
ductions (equivalent to tariff protection) and some autonomy in hany 
credit policy. To permit production to proceed on the basis of com- 


1. We assume that the areas we are talking about have a substantial untapped 
eve opment potential* There are of course many regions and perhaps even some 
countries whose natural resources are so poor or depleted that their best hope lies 
in becoming empty spaces-or at least far emptier than they are now. 
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a struggle for power. Yet it is obvious that they would be intensified 
rather than abandoned if this struggle were to cease tomorrow. It 

?r??k a the f efore » that w e in the United States insist so loudly 
Uiat the bold and pioneering steps we are taking to help the under¬ 
developed countries are dictated by military necessity or are “straight¬ 
forward business transactions.” 13 Must we thus pave with apologies 
the road to what can be one of mankind’s highest achievements? But 
perhaps it is inevitable that progress along this road should be re- 
iuctant. For, as Bergson has said, “the moral, original and fundamental 
structure of man is made for simple and closed societies ... man 

ZZ ,'£££$" * *•" sodeUe! 

14. Let deux sources de la morale et de la religion (Paris, 1934), pp. 53-4. 
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, ; a „ ; n 7 01 reglonal resource allocation is crucial for increasing 
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this goal national income must grow at a faster rate than the increase 
in population, and the benefits of income growth must be distributed 
equitably. 

Increase in living standards and redistribution can be attained by 
alternative patterns. Which one to select depends on many not 
always clearly specified and frequently contradictory social goals. 

To specify all social goals in India and to attach relative weights 
to each might be exceedingly difficult. However, there seems to be 
clear and overwhelming national consensus about the desirability of 
ending unemployment as soon as possible 5 . Also, national consensus 
would support the notion that all unemployed without regard of 
racial, religious, or regional affiliation have equal rights to the feasible 
opportunities for future employment. If these two very general 
principles are accepted, then it follows that those new employment 
patterns are desirable which minimize the time needed to achieve 
meaningful full employment for the nation as a whole. Furthermore, ’ 
equitable distribution of income in the context of India requires 
first and foremost the creation of regular employment opportunities 
at a faster rate than the increase in the potential labour force. In other 
words, when unemployment exists on a broad scale, income re¬ 
distribution in favour of the unemployed must take precedence over 
redistribution among those who enjoy a regular income at or above a 
level which is just sufficient to maintain a minimum socially accept¬ 
able standard of living. 

In order to provide a sufficient increase in employment oppor¬ 
tunities to keep abreast of unemployment in the future, capital 
formation would have to take place at a rate faster than it did during 
the Second Plan or foreseen in the Third Plan. Increased capital 
formation must be matched, however, with corresponding increases 
in saving. 

There are at least two major weapons to be used for achieving 
suitable increases in savings: fiscal policy and rigorous observation 
of the rules of efficient resource use. For effectiveness both have to be 
supported with moral suasion by the highest political authority. 

Fiscal policy is needed to ensure that those who enjoy regular 
incomes, including earners at the minimum acceptable level, should 
not appropriate further benefits from development as long as large- 
scale unemployment exists. Hence, in addition to the upper classes, 
the increasing numbers of employed urban and rural labour must 
also be reached by taxation. 
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Efficiency in resource use as a method for increasing savins nnt 
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This unfortunate conflict arises from the very nature of the growth 
process. Some areas are better endowed with natural resources than 
others. The exploitation of certain resources has greater urgency than 
others for phasing development. Investment is lumpy: many projects 
must be undertaken in large chunks in order to attain a minimum 
efficient scale in production. Furthermore, there is a powerful 
motivation to agglomerate industrial investment at selected areas 
because of external economies consisting of sharing the same social 
overhead facilities, service industries, skilled labour pools, and 
expert management. Then again, markets are also unevenly distri¬ 
buted, requiring uneven development in transportation and market- 
oriented activities. And in addition to all these influences there is a 
natural tendency for agglomeration because the proportion of 
resources used in diverse branches of production can be more 
economically adjusted if larger pools of the different resources are 
pulled together. 

Regions which have existing advantages can grow at a faster rate 
than others. In the process of growth, employment opportunities 
increase and a flow of labour from other regions is attracted, which 
should have beneficial effects both on the industrializing areas and 
on the more stagnant regions. Furthermore, the rapidly growing 
areas can yield surpluses for future investment. Such surpluses arise 
from the profits of the expanding private and state enterprises and 
from increasing private incomes which in turn yield larger savings 
and taxes. Initially a good part of these savings must be used to 
maintain growth in the vigorous centres. But as savings continue to 
increase and new investment outlets are needed, more and more 
resources can be channelled to the development of other areas, which 
in turn will raise the living standard of the local population and 
create new surpluses and resources for continued development. The 
latter will manifest itself in the creation of new ‘growing points’ in 
other previously stagnant or slowly moving areas. In good time the 
number of growing areas should increase to a density which is 
adequate to provide a satisfactory regional balance. It is a para¬ 
doxical conclusion that for developing the retarded areas the growth 
of the more advanced regions must be encouraged. If the latter is 
stifled because of insufficient investment on an uneconomical scale, 
surpluses will be insufficient and stagnant regions which are unable 
to raise their own savings must be doomed to an even longer period 
of waiting and poverty. 
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effort the nation is willing to undertake over and above the one 
needed to maintain the desired national growth. 

According to the Third Plan five per cent compound growth is the 
goal. However, given the existing level of effort, resources available 
to attain and maintain this rate even with most efficient utilization 
seem to be barely sufficient. The implication is that extensive efforts 
to increase ‘regional balance’ would interfere with the desired rate 
of development. 

Nevertheless, approaches could be explored for large-scale rural 
labour mobilization for labour intensive projects of the type discussed 
above. Even if five million people would benefit on a rupee-a-day 
basis, the total annual cost over two hundred days a year, including 
organizational and capital expenditures, should not exceed say 1-5 
billion rupees. Whereas this is still a considerable monetary cornmit- 
me nt, the real resource equivalent is very low because a very large 
part of the total expenditure would have to be matched by food grain 
provisions which in turn could be covered by P.L. 480 supplies. 

While it is true that only large-scale rural labour mobilization 
of the type mentioned above eould bring immediate relief to retarded 
areas, it is also clear that it is necessarily a short-run measure. Long- 
run relief can come only from the gradual accumulation of viable, 
economically efficient industrial and agricultural investments. For 
this reason it is important to note that many projects, if allocated 
with strict economic rationality, would benefit industrially retarded 
areas if efficiency in price policy and allocation were given greater 
consideration. For instance, railway rates for carrying gr ain dis¬ 
courage milling in the producing areas where it logically should take 
place since the commodity loses weight and bulk in processing. 
Furthermore, there are many small-scale industrial projects in either 
local consumer oriented industries or in agricultural processing which 
logically belong to the agricultural producing areas. To promote 
these types of industries the Plan should give greater attention both to 
their requirements and to improvements in transportation and 
pricing policy. 

Agricultural development encouraged by suitable regional price 
stabilization based on crop shortage and crop insurance schemes both 
in grain and in cash-crop farming are also crucial for growth. 
Fanners must be protected against the short-run vagaries of free 
markets and the vagaries of nature if they are to adopt costlier but 
more efficient production methods. Such protection would have 
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Without such a master plan, the logic of which is open to inspection 
and can be continuously reworked and improved over tim*, demo¬ 
cratic planning cannot take place. Without it regional governments 
cannot be expected to sacrifice or to wait patiently for the advance¬ 
ment of their own areas, which, as far as they know, may never come. 

At present a long-term plan does not exist. However, even before 
such a plan is brought into existence there are a number of measures 
which could immediately improve the efficiency of resource alloca¬ 
tion, regionally and otherwise. These consist of the reworking of the 
price mechanism for planning purposes and the application of basic 
criteria to project evaluation. 

III. CRITERIA FOR EFFICIENT RESOURCE ALLOCATION 

Correct allocation of industrial investment involves the application 
of competitive principles, particularly when government ownership 
is prevalent. Efficient allocation can take place only if there is a 
suitable norm to channel resources into activities that will mayi'mi™ 
the real value of national income for given supply-and-demand 
relationships. Such a norm is provided by an efficiently working 
pricing mechanism. 

Since free-market determination of prices may not be desired by 
India because of the distortions that might be caused by the pre¬ 
vailing income distribution and certain shortcomings of free markets, 
the price system must be adjusted suitably to reflect desirable 
conditions of production and marketing either in a real or in a 
‘shadow’ price mechanism. Actually, with markets of diverse 
characters and income-distribution problems, a combination of the 
two might be desirable. 

In the context of regional allocation of resources the following 
pricing rules should be followed: 1 

1 . Prices of commodities and rates for services should reflect real 
costs (including real interest and foreign exchange rates) at the place 
of production and at the place of consumption. 

2. Prices of homogeneous goods should be the same at a given 
location without regard of origin and should differ from location to 
location by the marginal cost of transportation if the commodity is 
transported and at most by that cost if not transported between two 
separate locations. 

1 A detailed analysis is contained in my monograph Allocation in Space, The 
North Holland Publishing Company, Amsterdam, 1958. 
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be maintained as long as both, areas are needed to supply the 
Western Seaboard. Thus the price of coal in Bombay should be 
fob West Bengal plus transport cost without regard of origin. 1 The 
increased revenues of M.P. mines should be used for intensified 
exploitation of M.P. mines, or, alternatively, for other investments 
of possibly higher priority. Thus funds from illegitimate private 
gains would be channelled to saving and investment, and the burden 
on the railways would decrease. Also, in the long run coal prices 
would be favourably affected. 2 

Example 3: Here the need to consider the present discounted value 
of investments in locational decisions will be shown. The present 
discounted value of a project is the sum total of the yearly net 
revenues over its lifetime discounted by the market rate of interest in 
a free enterprise, or by a shadow rate of interest in a controlled 
economy. In general, for industrial investments with marketable 
outputs the present discounted value must exceed or be at least equal 
to its cost if the project is to be undertaken. If this condition cannot 
be met, the indication is that the investment is not worth undertaking 
as its output would have to be subsidized. 

The discounting must be done with a rate that adequately reflects 
the market forces that determine investment; in the case of India 
10 per cent can be considered as a minimum. 3 The larger the rate, 
the greater weight will be given by the discounting process to returns 

1 Actually, one should determine prices by simultaneous consideration of the 
demands for and supplies of coal in all areas. This can be readily done by pro¬ 
gramming techniques. 

2 Many other examples of detrimental pricing policies can be provided. The 
‘equalization funds’ in steel and fertilizer industries must lead to the over¬ 
utilization of the inefficient and the underutilization of the efficient producers. 
The decision to sell steel at equal prices at any geographical point without regard 
to transportation cost is reminiscent of the very detrimental ‘basing point’ 
system of the American steel industry, which caused irreversible distortions not 
only in the development of the latter but also in the locational choices of steel 
using industries. The harmful effects in all these policies can be demonstrated by 
simply reasoning. 

3 The relationships which lead to the estimation of the real rate of interest 
cannot be readily discussed in the context of this paper. It is sufficient to point 
out that the smaller the initial saving effort, the larger the interest rate must be to 
accumulate a desired feasible level of capital stock. Conversely, given any level 
of initial savings, the larger capital stock we want to accumulate, the larger the 
interest rate must be. Either proposition would imply that in a country like India 
the interest rate should be on the high side. In effect, there is much empirical 
evidence to support this contention. In addition, my own statistical measurements 
indicated that the real rate of interest computed after taxes is about 10 per cent 
for the economy as a whole. 
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1 Assam provides particularly on h Ient area s. Attempts to 

iST? t0 ^ mional and bold «ng. 
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stave toward mgional^X^ econon V rather” 
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industrialize retarded regions ahead of time and at the cost of slowing 
down the growth of more vigorous areas must necessarily put off the 
date of bringing relief to the former. Inefficient regional allocation of 
investments results in wasting of scarce resources and in unnecessary 
burdening of the transport system. Losses in the saving and invest¬ 
ment potential go hand in hand with higher costs of production. 
Inefficient plants operating in unsuitable locations require subsidies 
which are frequently hidden in complex administered pricing for¬ 
mulas. Such pricing policies lead to further wastes along with 
increases in the price level. 

The short-run solution is to apply more vigorous criteria to 
regional investment choices in accordance with a rationally adjusted 
pricing mechanism. In the long ran, however, the states cannot be 
expected to co-operate unless the distant benefits of current patience 
and sacrifice are spelled out in the form of explicit long-term plans. 
Without such plans the democratic approach to development will 
have to be replaced by fiat. 
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The main finding of the analysis is that, in the presence of 
differential regional rates of saving, the rate of growth of total 
national income is not necessarily maximized by concentrating 3 
investment in the more productive region throughout the planning 
period. If the more productive region also has the higher rate of 
saving, then of course the less productive region has no economic 
claim to turn investment allocation policy in its favor. But if the 
less productive region has the higher rate of saving, then it may 
pay under certain conditions to concentrate investment in a number 
of initial years of the plan in this region, if the planning period is 
long enough so that the initial loss of income resulting from such a 
policy may be repaid eventually with the help of the higher saving 
rate offered by this region. Under the assumptions of an instan¬ 
taneous consumption function and an investment function having 
a gestation lag of one year (period) in each region, the precise tech¬ 
nical condition for the above is that the “internal rate of growth” 
of income, defined below, in the less productive region should be 
higher than that in the more productive region. This “internal rate 
of growth” of income in a region is the rate at which its income 
would grow if it were a closed region so that its income grew out 
of its own saving only. It can also be called the “increment to 
saving resulting from unit investment” 4 in the region, and is given 
by the ratio of the region's saving rate to its capital/output ratio . 
If the less productive region has a higher internal rate of growth, then 
optimality would require investment to be concentrated in this 
region for a number of initial years of the plan, after which 
the policy should switch in favor of the more productive region. 
How many initial years would comprise the first phase of such a 
“switching” program depends, given the length of the planning 
period, on how high the “internal rate of growth” in the less pro¬ 
ductive region is in relation to that in the other region, and on how 
narrow are the political tolerance limits to regional income disparity. 

Analysis of an n-region extension of the model (without assum¬ 
ing any political tolerance limits), would show that the optimum 
program may “switch” more than once; the maximum number of 

3. Insofar as possible short of violating the political tolerance limits to 
regional income disparity. 

4. Analogous to Galenson and Leibenstein’s “reinvestment quotient.” 
Walter Galenson and Harvey Leibenstein, “Investment Criteria, Productivity, 
and Economic Development,” this Journal, LXIX (Aug. 1955), 343-70. The 
difference between the two studies lies in the nature of the respective problems 
presented: in the choice of technology problem studied by the above authors it 
is a once-for-all choice between different technologies, while in the present 
study the choice is confronted repeatedly every year, and a “switch” of choice 
is possible. 
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or Zt= ( 1 ~ Sl > x * + (! — « 2 )y t + ki{x t+ i- X t ) + k 2 (y t + 1 - y t ) 

ki(xt+i—x t ) + k 2 (y t+ i— y t ) = s x x t +s 2 y t , ( 1 ) 

the left-hand side representing total investment and the right-hand 
side representing total saving in the whole country in year t. 

We shall assume that all the coefficients a*, s 2 , k u and k 2 are 
positive.® Further, without loss of generality we assume region A 
to be the more productive of the two, so that to get a given increase 
of income less investment is required in region A than in B. In other 
words, fci < k 2 . 

Two types of constraints are imposed on equation (1): 

(a) Total investment equals, and is therefore limited to, total 
saving available in the economy in the year concerned. In other 
words, there cannot be any net consumption of capital or disinvest¬ 
ment in any region. 7 Such non-disinvestment constraints may be 
expressed as: 

(i) x t+1 ^ x t , and (ii) y t+1 ^y t . ( 2 ) 

(b) Regional income disparity, measured by the ratio of two 
regional incomes, cannot exceed a certain political tolerance limit in 
either direction. These political constraints are expressed in the 
following form: 

(i) and (ii) r2 . o < < j ( 3 ) 

Vt + 1 

To illustrate, let r± =.75. Then income of region B cannot be al¬ 
lowed to fall below 75 per cent of income of region A, 8 

The problem is to maximize z T = x T + y T , subject to condi¬ 
tions (1), (2), and (3), where t ranges from 0 to T — 1, and x 0 , y 0 
are given as initial conditions. 

A graphic representation of the problem is given below: 

Let x and y be represented by the two axes. Regional incomes 


6 *i^*i P ^ actic ? Sl 811(1 s * are l ike ly to he between 0 and 1, k x and k* 
are each likely to be greater than unity. These arguments are not needed for 
the analysis. ^ 

7. This implies that “capital stock” has to be maintained in each region 
(depreciation of capital may be incorporated in the consumption functions so 
that saving and investment become “net” concepts), so that income of no 
region can fall. 

8. Such limits to regional income disparity may be derived from an- 
alogous limits to disparity in per capita regional incomes (or consumptions). 
In the event of unequal regional rates of population growth, limits to regional* 
mC0I 5 e <^ s P arit y derived from given limits to per capita income disparity 
would change every year For simplifying the exposition we shall keep n 
and r 2 unchanged; it will be apparent as the analysis proceeds that this is not 
necessary for the qualitative conclusions about the structure of the optimum 
program arrived at m this study. 
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one of the highest levels of external 

^ell'Industriat/Metogfomo (SViSz/ro® e AsS °““ e P6r lo Svil uppo 

M. I. Salvemmi. Financial si.mnrt ’ , me > Wlth ths assistance of Mrs 
aon for Cultural Exchange with Italy^FuEfc ^ ^ American Co ~ 
to Vera Cao Pinna, G. G. Dell’Angelo VeS C ° mmisa °n). I am indebted 
Nmo Novacco, Franco PiHoton, Camillo S? Claudio N apoleoni, 

Pasquale Saraceno for helpful comments R ° seastein -^odsm t and 

of developments since the summer of 1961. k alysis does n °t take account 

1962y ePnmed fr ° m the Quarterl y Journal of Economics, Vol . 76 (Noy 
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tradition, * “ parate hi *torical 

capita income somewhat below alt TcT' havin e * P“ 
America. In cultural hprifso-o • i ^ tke avera S e for Latin 
institutional change thl,™?' ™ tare ’ a " d resistance to 

countries.. In paScular T 7 ° th f P aralWa to Latin American 
elements of Ste TS„ * 1 tewee “ ie,t - a ” d rawing 

development policy has led lmeS ° f Southern 

“intervention^ut pL^ng » JZ^TZ might be 

Latin American countries * ^ “ s comt erpart in many 

ment were set deTel ° P - 

necessary to achievp fh*™ , ; 1954, but the measures 

had little practical effect *+° ® pe ^ fied and the scheme has 

to spend three billion Hnli * ^ ^as au ^hority 

development agency (the CassI per ^ the S ° uthern 
all economic analysis a ga Tn s t w HpW ^° m0) makes 110 over ' 

a “ p] fv 

ariSSsS^-as! 

income ha, been substantial (4 per 0^ vearl regl ° nal 

what less than that of the re£ of 1,1 F ’' ‘II"? be ™ s ° me - 
average for other Medtaranean counties ?hat “ret^TmucT £ 

until iS “ S “ th “ ^ ™ also under Spanish rule 

*° ““™ Recife sociel 

tutional obstacles that similar efforts met with in stwtt™* insti ' 

The analysis of current ^“ 0 ^^^ thtrrfore^^r/'^ *“ yeMS ag0 ‘ 
effects of U.S. policies in Itslv in „ 7 “erefore benefit from a study of the 

amounts of AmSTsS 7 " * I “ lod wh “ * very ling. 

““S'?””' ***~ uf Art™*. 

1961). dd ComUato *» Mirmtri per il Mezzogiomo (Rome, 

G . m: m si °Li™z e e Sot iff:s^sv p&le T ’t i); 

Sud, Mondo Economico , No. 16 (April 1960) • V T f P °J npara ^ lvl Nord- 
Development,” Lloyds Bank Rev^t o S (bet £& “'c l “ ! ***. “ 
Anni di Esperienze della Cassa per il Mezzo g ioZo(Rome 

SS^ZfTtJ ^r ent °- nel ^ogiorno^ 

- -ce! 









HOLLIS B. CHENERY 

outside assistance. The stated objective of <a™,+u 

develop as fast as or faster than the North_ha<? t™ f ° lcy to 

and in fact per capita income in the South has ! ^ ^ 

cent to 56 per cent of the national average in the ni ^ 

is not clear whether it is the direction of policv that h ° ‘ “ 

or whether the time period o( ten ^ ££ 

velopment^oHcy^n^SouThern^tTly 06 ^) 6 ^}^^^ aSpe ° ts of de ‘ 

ferences between Southern Italy and the tv,Sll'"“ °' the «- 

income level; (ii, the e S planatL"^he ,ow 1 ““ 

changes needed 

simple interregional growth model will Km j th future - A 
analysis of development policy ^ &S & basis for ** 

I. Southern Italy as an Underdeveloped Economy 

has importaVt d dlirenci ei from^as eC ° n ° my 

of the same income level. Before trvin cr +n i . ® 0 a 
Southern growth, I shall therefore make a statSttV ^ ° f 

Southern Italy with low-income countries ° f 

economic structure is influenced by being oart of, show bow its 
national economy. Further differences will he , mor ® advanced 
comparing Italian development policies wit^those 6 of^oth^coun^ieT 

The Structure of the Southern Economy 

Although there has been much discussion n f th» » 
structure of Southern Italv if i= ™i • ® CU n of the economic 

tral Institute of Statistics (ISTATlW I 631 that the Cen ‘ 

OI regional income an« s 

TJ ta^LTS 1 f S r e ” dw *P-cnt program go” 
analyst 1 M take rt as the point for the present 

In 1951, the region traditionally defined as the South (“Mez- 

Economid TerritoriaK (Rome, ^60) Stl ° a (ISTAT) > Pnmi Studi sui Conti 
on a *3^ - ***■ but expenditures 
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zogiorno ) had a per capita income of 12^000 r 

This income level was inVnnt™ lire ’ or about $200 - 7 

trial Northwest and $320 per capita totLlT* “ th ® indus " 
The difference in the availfhW? for . the countl 7 as a whole.® 
ever, because there has been « so + urc ® s ls substantially less, how- 
North to South bv means of + COntlauing transfer of income from 

this transfer reZZ7e 3 * aXeS , and P ublic ^enditure. In 1951 
tolal regional consumption aTL^S) to“sU 5 ‘‘“tali “f 

Md raised regional resources to *235 per capita ta,hi%^? M ?‘ 
subsequent years (as shown in Table III heLl) f ^ 
income transfer has become considerably iJZt ’ mterreglonal 
developing the South have gotten under way P™grams for 

equations relating value adde/by”'T 2 '?™ 0 
population of the count™- Un + i ? r , tbe lncome le vel and 

.0 ^^ 01 actual 

production and .84 for industrv in .J,,, ' 2 ! primary 

ta “^tr nt r wmH te 

s' rw • S t m Cont \ Econo ™d Territoriali, op. cit. r, 138 
8. One important innovation in the TRTAT j . , * 

nation into three regions — Northwest Center tJ ^ dy . 18 divisi °n of the 
Of the North-South division S j f’ K , 6 ^ 1 ’ and Soutl » ~ ^tead 
(Piemonte, Lombarfia^rf?kn UP t0 n ° W ' The N °rth 

trialized “industrial triple” of’Milan, 

?the S S^: 

agency and policy S Center “ * Separate d ^°Pment 

Venezie, Emiha Wgria, Marche, Toscana, ^ 

Review L fs'ept S. ° f Growth '” Ame ™ an Economic 

narinLlTiS « “ uSH f“ •*» -«»-> » the 

2=s :r* z: “ 
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P • n 1951 regional specialization within the Southern Ttalinn 

- sss s 

-«* mlX'dXweSnaS *£££? * T 

S “ ‘te —« sect™ showed Khtge . ^ 

Svrr^ 

should in The 

5 t 

North, which has contributed 20 per cent nf +L 0 +„+ , 116 

available in the South for the period X™ i 7 S 

X“ ofr.i sj£.*v£rri£ 

JZS 2S&£ “** th “ *>» ’«* •*— * *e 

7^*““ " , ‘' e toXXby 

tt Soutt o? b ^ The rate of natural inZSe t 

South of about 1.4 per cent in recent years is close to the median 

popuJation growth for Mediterranean countries of its income level« 
although much lower than the rates of over 2 5 oer +w I ’ 
prevail iu the Near East and Latin AmeZ “0^^^ 
populate, increase in the South over the past decade tos lowed 
to 0.5 per cent by emigration (to the North and abroad), as Z™ 

“ “r“jar- rea “- 

MeditZZwSfs'pX'o^P^S T £^777"““ » Ke 

Algwia, 2.0; ggypt, J. »1 
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sks? -i 

supply because of the danger that imnort rp! • n ° f ^ SXCess labor 

asgasaasSBas 

quite different. It has a relftively^mlh shle^f ° g ;° rno are 
tion in the sectors that have contributed the bulk of tb™ 1 Pr ° du °' 
exports — metals and metal xm)du^ta2JnSi5?J lncrease « 
it benefits indirect fron, Tetlt^b’tT 

Center, its exports to the rest of the country and abroad W 
grown so fast as its imnorts qin„ 0 ;+ „„ j y na aDroad have not 

lower income elasticities of' demand P In^hi CO “ moditi f havin g 
resembles the typical underdevelnned " + bl ® respect tbe South 

South has however JeTSSrit S? 7 ' + ^ “ the 

Cassa per il Mezzogiomo and of the 

ment expenditure® The natm.! + r- s otber types of govern- 

South and the rest of the country will^r ^ between the 

Section II. 7 WlH be ana lyzed more fully in 

The differences between the South and the rest nf +b a . 

nr. In the distribution of mJLw a r 1 ” 6 

tagher than average proportion in overhead facilities (M per “nt 

Sviluppo Beonomicottd^E^nt^insTTand p°? Wnen(i mIla 'Programma di 
dell’Economia Italiana e Ruolo deH’Afrw’ ^ P ‘ Saraceno > “knee di Sviluppo 
lished in Proceedings of th^Navtl n^ * ^ Bonifica ” to be i 
del Mezzogiomo, May 1961 Con/erenc « on La Bonifica nello Sviluppo 

Prospects by 2? u“ ~ * he ana,ysis of development 

V. Cao Pinna, The SlrucZZ nJ rt t ?* Che “ eiy - P - G - Clark and 
Mutual Security Agency SDerinl W ■ ° W ^ t Italian Economy, U. S 
Rome, 1953) and tfSTvS^T? *? C «n,‘ 

di Sviluppo Economico, op. St.) ( Documenti sulla Programma 

Vanoni nel QuZl AnnoldhliaPr^mta^’ R *° ndderazione dello Schema 
Comitato per lo Sviluppo delTCWimfln* ^ J apporto Presidente del 

9- He »eeh^ 7 icrjSw^ 1 S**?* 0 >•“>• 

production and income in both North an A th ® South 18 tran slated into 
Pdloton, Efjetti Moltivlicnt;,,; a ,. ad South 18 analyzed in detail by P 
zogiomo (Rome: GMrfmo). ^ Investtmenti della Cassa per il Mez - 
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per cent Tn 1 

o, thiS •*»» from IK. 

“?» South and the ;ZZZ2Zl “1°‘ her P”»Hc Sitl 
e ion can be increased. Within the ^ efore coi omodity pro- 
ton, a much higher proportion * SeCt ° rS of com modity p ro d° 
Proportion to industry i n the Souththan°- a ff icuIture and a lower 
lit “T 36 ln value ad ded per unit of the rest of the county 

P»flMilitf 0 7a’i s b taviV griC, ' I ‘ UreMd ta V ' XSjf The^^ 0811 * 1 ^ 

dffe 7Hl m Value added - 1 h made UP fOT the substantial 

AH three of these factors — +h„ i 

ln the rest of Italy P The * of , 1Dvestment in the Souths,/ 
Period (measured as'grols inv f D ca P ita toutput rati ft t 

underdeveloped countries. g com Panson with most other 
Regional Development Policy 

gonal income as rapidly as possible S®’ ^ objective of raising re- 
Italy, however, this nJ-nW* We 18 cornm on to both Tn +u 

hat which is currently popular in Asia and to devel °pment tom 

v ° f ~ ei X * the 

“ P ,or Purpose in 1950 s At theft- P ' r " “““S 1 "™" 
sari , v ; The 800131 profitability of the ,W * * ™ * tlme > rt Was assumed 

■»te a n°tHriE:«“V , “ ““ “ «' in* “"‘blS* ft"* 11 — ”* ■ 

ia ^d T £r" to 
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“ obie ' ti - «“« 

projections of regional income^ 5 “““Pta was incorporated in the 
in 1954. These stwedtaco"ein tW?' I '° r .* hC V “°“ P1 “ 
over the period 1954-64 as compared with IMreasin S. b y 8 P er oent 
and North and 5 per cent for the country « a whole “ C ™‘ er 

of thtslT^r. SlflST T r ta the »*• 

development policy have tended to °wt 7' °® c iai statements on 
tinre in the future and^ *ess etfo n S ** * “ 

ing process of growth as ^0 o b i““^ e ?, * 

South into the national econo™« 1 T?‘ The lnte S r ation of the 

and this implies that Lome iev^Lot hoWCTer - 

out of line between the two regions. ° Wed f '° too far 

sued”' limited by fe'gentXL? f i> P«r- 

policy. Italy’s notable !L„ pnncipIes Siding national economic 
has been baled o' ^hnTv “ ° V ? r . the past years 
price stability, and the freeing^TtrTd 0 ?° llCles , of fiscal restraint, 
bem of the ^.E.C. '£g Co^mS IT “ ^ 
policies imply the lessening of protection and «fi. ™ n f ° naI 
and tax incentives in sectors where H ^ an d reliance on subsidies 
tion and investment The mncrl 18 , esire ^ Promote produc- 

™h°o“ ting indu8by h< "" -“Lr/LirC- 

beeatte SELLS' 1™”°“”* *? i T “ the South has 

to compete with the established'taTthe^rth^Th''^ 
program of the Cassa per il MersoX,™ ”' u ™ e . 1I,M 

“rtSir^ir nr* 

^ incentives and loans at low interest rates. 8 The 
T «r S ' n "* W by ™ ““ CW. Cl«t, and O m ^ 

».I M.^cS"r i ,tr ™X“° " D ° t ° " De "“ 0 * 

..oL,® t***- cm ^ a™™®) 

Sicily, Sardenia, and the rest of thTsouth faVOra J le , terms to industry in 
measures to favor industrial development «r respectl y el y-. These and other 
1° Svrhirppo dell’Industria nd MeLogiorai, TsvlMEZ) r '* r 

vote Mmtn^atia, » Souths Italy (gome, MO art £* 
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,K a^‘ ***» « 

poliodevelopment 
ment. Over the past ten yea/the “? ■ “ gth ® economic environ- 

0Msa r m ~» -™ ^„ p , s sitm™ ss* 

Land reclamation } ‘ 


Land reclamation 
Land reform 
Water supply and sewage disposal 

Railways and shipping 
Mountain basins 
Tourism 

Total 


(31.6%) 
(29.0%) 
(13.1%) 
(12 2 %) 
( 7-5%) 
( 43%) 

_ ( 23%) 

966 billion 
($1,516 million) 



T , . 1*1,516 million) 

has a direct 8 of ^«e expenditures 

w r ,S e,rt “ dedperioi ' rcmamder 

ducing somewhat the gap in pubhe^ff * has . been successful in re- 
the rest of the country Th^diltrih ti htles . between the South and 
the South has, howevej been guided t 0 ! la ^ faciMties within 
necessity of providing some immediaf ^ 6Xtent by th f Political 
services in all areas. The further m + , 1 ™P rovemen t in public 

facilities make to increasing ouW C ° + n1 f butlon ^ich overhead 

in commodity production that has taken i 6 JU . dsed by the increase 
take place in the next decade k P a ° e m the South and will 

■ pCr Ltr:^ *•«- 

making functions are limited to the ^ deveIo P men t, its policy- 
by its appropriations. The general sconT ° f the econo “y covered 
Pohcy is established by an intermingle ^ ° f Southern development 
dei Ministri per il Meiogiorno) W?b C ° mmittee ^e Comitato 

!ssafta?"“ 

“ de ‘ aiI “ Cassa per Oper! Simordt’ ? ? ‘ hr ° Ugh Dec - I960 and given 
endionale (Cassa per il Mezzogiomo) ^ 0 °° Iateresse nell’Italia 

* 8 - G - M. Di Simone, ‘‘SviZ^ ’f V ^ 0 (Rome ’ 1961 >- 

Economico Italiano,” L’lndust 3 , lS°° MeZzogiomo e Sviluppo 
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various measures on the regional econnrmr-» tk- , 

partially explain the very high proportio/nf J h procedure ma ^ 
*""» that it devoted to public SXS weK^ST^' 

SSrSSSSr-ys 

Sr * -—■•-•-TSrs's.-xs 

stantialTrlT 7 ’^ 6 P * 8t deCade has been characterized by a sub- 

r 

creasing private consumption. It had been hoped that th* i 
“evelopment a o? 

II. A Model of Regional Development 

reason for this result has been the failure to take account of The 
development of the rest of the economy in planning for Southern 
ly. The relation between the two can best be established bv 
means of a simple model of regional growth. ^ 

^ he first requirement of a regional model is to show the wav in 
which an increase m national income is translated into increase! n 
production m each region. Once this structural pattem Ss beeT 
es abhshed, actual and potential government policies can be ana¬ 
lyzed m terms of the changes that they bring about in the existing 
structure of supply and demand. ® 

Design of a Regional Policy Model 

The discussion of Section I shows that it is more realistic to 

!XTaln S or al fI deVeIOPmen i P ° liCy in ItaIy as a edification of 

ItalT irTf han lu eff0rt J t0 maximize th e growth of Southern 
y. this respect, the model to be suggested is basically dif- 

rece^ £* - ^ 
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„ u iium tnat which I used in iq^ * • 
allocation of resources in Southern TtS i° “7 esti ^ te the optimum 
mined the pattern of investment and prtfd Study deter ' 

given growth in Southern income^^ X 0dUCtl0n that ^uld lead to a 
from the North, but it did not taE* * minimum of investment 
changing existing supply patternsRecount of the difficulty of 
the stability of established supply n „l PreSent modeI Reuses on 
availability of investment resomcL P u™ 8 rather tha » on the 
^•oivth. The results of the previous anal bemg , the mai n limit to 

resu^^^ 

flect<poiicies are re - 
on comm“dity e dl a L g d^ac^ re^m “ ItaIy and its effects 

Soa ^iaj rest of Italy to the 

the South resulting from iwlstmeZtT °J COmmodities *» 
investment; ment “centives or direct government 

the •£££abLd ” i8ra “ M fr ° m My to the ml., 

limited and indirect government inf!™* 1011 18 susce P tibIe to only 
of a Policy variable is less sne^fi i DCe ' Althou S b the concept 
used by Tinbergen, 2 which thp ° than the “ lnstri ™ent variable” 

W directly, , he ^ is supposed to' Z 

too*l, that of spedfytag” rilr? “ SimiI ” * the 

Sven to the policy variable ™ E'™'”' 1 * a ' tio »- The value 
laissez-faire policy ( eg th “ ay be A the Predicted outcome of a 
Bpecihc interventi by toe !° r «■* 
steel production in the South) 5 * (e ' g '’ state investment in 

the data available i^l^KTAT^mT^ 0 ^ aSSUmed is limited ^ 

PAT breakd own of production and in- 

1. H. Chenery “THa t> 7 

SsT" A "’ Ha " 

2 P6rs and Proceedings, XLV (May 

North Holland *>«*» (Amsterdam: 
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tteee regions,'°but SStto o "' d f ? mmS tllc 

assumed to have either a reeinnal 6 Comm . oc ^ lty '> and sectors will be 
realistic assumption of vaS ° r ?• ° naI markei The “ore 
lack of data £e d fw n i ° f the tw ° is ruIed by 

in the three regions have not been la 6 ^ t ° f growth , of total demand 
is not very important to the a i ^ kowever > ^is simplification 
pastdecaS P ** ° f re S ionaI g™wth over the 

ables^redlen deV + d ° pments - the values of the policy vari- 

have determined the"groTTincome in eath “gfon TaT ^ 
future possibilities, alternative values for the T? . In k f naI ^ ia g 
senting different directions of policy, will be assumed^ ’ ^ 

Formal Statement of the Model 

have national markets; the others are rerional Th f n 

able, will be need in the analysis (the sublripl V^dT^T 

commodity and region; «the superscript t denoted) 

Xi Total national production in sector t (t = l. oni 

m Production of commodity i in region R (R = NC S) " 

5 1 Imports of commodity ifrom abroad. ’ 

W, Remediatedemand for commodity i in the nation. 

in Value added m sector % in region R 

V Total V ^ e a ^ ec * in region B (gross regional product) 

PeS °“ rCeS fe “ S re8i0nSl P™ 1 ™* <“■«- 

7 SSI ptdX d “ tte nati °" «» - 

For the regional analysis, gross national product (F) (na- 

3. Pnmi Studi mi Conti Economici Territoriali, op. cit 

, fl 4 ; Th ® re gwns are designated North (N), Center (C) <Wh f<n j 
defined m footnote 8, p. 518. er (S), and are 
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tional) exports (E t ) and regional transfers (T ) are taVor. 

For convenience, I assume a constant growth mtein^NP T* 
ports, so that their values in any year can be mrAQ r\ , an( * ex ~ 
of their initial values and their raS of “^h“ * Wi °“ 

Gross national product 

(1) vt^a + gyy 

where g is the annual growth in GNP. 

Exports of commodity i 

(2) E‘ = (1 + ei )‘E° 

where e t is the annual growth in exports of i 

the m“ e e,rer,oW 0M “ 4 «■*** 

Total imani andmpply for commodity i (national sectors) 

W z, = 1> ‘+ w < + e ‘ = ^ + x„+x„ + m i 

Total demand and oapply for com,noddy i (regional s’ectas)" " ^' 
W 4a = D a + W a = X a (i = to om 

Regional production of commodity i (national sectors) . ^ 

(5) x iR = s ° iR z ‘ i +^‘ R z% 


AZ‘ = x* ■ 

>R iR 


X °iR =S ^ AZ ' + ^^. 


where s< is the supply coefficient 5 (fraction of totaling” 'l' 1 ®’ 
modi* that is furnished b y region * ^ ~ 

change m this fraction from time o to time t TW i iR ■ 

(6a) D‘ = Do(Ziy t 

J iKv ° J {i = 1 .12). 

(6b) W{ = 2 a X* 

Tfcefi + li ’ (* =1 . 12). 

5. An alternative definition tw T •, , l private con- 

sectors would take the supply coefficient « +i? e< ^ UalIy pIausib] e in some 

of imports has increased in Italy, but it * l£S££ 
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r Stment)8 The Second > 

tion in which the input coefficient a of * nput ' out P ut e qua- 

modity i required Der unit r>t +’ T 1 f easures the amount of com- 
industry esSesS Zt fiT h° * ^ absen “ ° f tato. 
to use a cruder estimate of intar a- °, e j enod ’ lb m U be necessary 
— » ISh “- 

approximation and shall replace equations (6.) anTdW by: ‘ “ 

(6) (D* -f W*) = {D°.+ W°) j’*, 

soZ;t “rjssri:: £f d ™“ d * -*« * 

change greatly, the average d ° “* 

average of the income elasticities ( f hlch 18 a weighted 

modity) wfflboroJXSSSt” ““ «■»- 

Domestic demand (local sectors) 

where the total regional resources Y B replaces the 

product as the explanatory variable. h **** natl0naI 

Sector value added 

(8) 7« = r «X«, 

au secte 

(9) I . = S F«. 

Total regional resources 

(W) F s . V, + T„ 

" er T^t n etSrc„mpte r a*”'r° *’ k * P °^ ™able. 
type of regional input-output model usedTy 'Z 
explain regional production levels in * S ef and others to 

serves to allocate a given north n The 

sectors and regions according to the vaW. ”fa“ product among 
V; * - 4 and the regLa. *} * 

gets can be set for the relative growth oT™\ Vdy ’ tar ' 

tions made for feasible values +l by reglon and soI u- 

proach is followed in Seetto” ° f ^ POl,Cr Tari * U “- ™s -P- 

» th!l Su1n°Zr<^“tS' in Ch B "‘“ ? °. f WW-M™ worth, 

7. See Chene*. Carh, 
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The simplicity of this regional model derives from + x, . 

.t on* the analysis of factor use and of XTg«T prices n. 
increase m regional income is measured in conftant pr es wh^h 
precludes any effect of changes in the terns of trade beCTie^™ 

III. The Pattern op Regional Growth 

period^sTS 1 fVT ^ t0 the Mai1 econo “y for the 

1951 :f determine its usefulness in explaining past re 

gi al growth and hence m judging future policy. The^asic as 
sumption of the model is that regional sunnW ™++ ? c as ' 

slowly in the absence of deliberate measures to alJrthe^To'tS 
the validity of this assumption, it will be useful to m«i + • ^ 
division of Italy into the three regions that are given in the ISTAT 
study even though my primary concern is with Southern Italy 
The analysis is based on data for the three regions flT1 JL x 
sectors of the Italian economy in the years 1951 and 195Q ^ 

study of the veto of the variables a ? „d the suppTyVist 
intervening years, I decided that estimates based onT. + ^ 

years only would be sufficiently accurate.* The results of the^T 
sts are aggregated into nine sectors in the present p^r Tt Xes' 
of the parameters pertaining to the South and fb*i 6 Va U S 
are shown in Table V. 9 ° ™ at oDaI ec °nomy 

parts Et, S 0 « a) te b r t i' 1 i T T* ! ° Mcter 

qinrp ma y be called the demand effect 

output at a constant level of total demand due to +b 0 \ g °“ a 
mgieual supply coefficient. B will therefore be called theTpJi,' 

analysis and was subsequently dropped * * to the on e-penod 

otj. £“d £££ ritr ^ ** »d calculation, for Wen* 

Center in Economic Growth, Stanford Uriv ^ Sy t SUlSor?r^ , iu ,^, 
more complete analysis is published in Italian m R Pt ’ Tte 

Svduppo per I’ltalia MeridionaleGiuffrS, Rome, i 962 ) Chenery ’ P ° lltlche di 

I defined Pr0grams >” <*• <*■, 

“Import substitution.” refers to ih* h econo . my m a similar way. 

that is supplied from regional eonro^ tty'-ropplVSec?” “* rl *‘ 

" dr, shrn, o, th, national * its'SKS,SZS ^ 
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TABLE V 

_ Selected Pakametehs fob the Soxjth . ^ w 


National Sectors 

1. Agriculture 

2 . Mining 

3. Food and tobacco 

4. Textiles 

5. Clothing and leather 

6 . Wood products 

7. Metals 

8. Metal products 

9. Nonmetallic 

Mineral products 

10 . Chemicals, 

rubber, petroleum 
refining 

11. Paper 

12 . Other manufactures 
Regional Sectors 

13. Construction 

14. Electricity, 

gas, water 

15. Transportation 

16. Trade 

17-19. Other services 
20 . Public administration 

1. Estimated from Primi Studi 


Demand 

Elasticities 


Southern 

Supply Coefficients 


•309 .284 —.025 

•155 .152 —.003 
•319 .294 —.025 

■026 .023 -.003 

•198 .193 —.005 

•194 .191 —.003 

•049 .055 +.006 

.062 .074 +.012 

•115 .132 +.017 


•079 .070 -.009 

•068 .074 +.006 

.052 .043 —.009 


2.09 .241 223 

1-41 .183 214 

•96 252 251 

•84 507 203 

•26 221 214 

• 7 1 313 .321 

Conti Econonuci Territorial!, op. tit. 


The Effects of Demand on Regional Growth 

rr dep - - 

ZX!“ “ d * * * PerM, E. Dunn, p. 
more; The John Hopkiio PtL imTvn’ ^ Gm “>‘ 

employment. Their “net differential shif^i/ 1 ’ i anaJyzmg shlfts » regional 

asss ;r—" s 
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&%?£?£££, “fe* »• -«* Pa.. OT ,« 

TABLE VI 

“• o~™ r™., 1KM9R1 

__ percentages) 


Z—— --North 

Predicted Growth Rates with No 
Supply Effects 
1- National sectors 1 

0.0 

2 . Total output* 

6.1 

Actual Growth Rates 

3. National sectors a „ 

4. Total output ® g 

Differences from National Growth 
of Total Output 

5. Predicted 4 

+0.6 

6 . Actual* 


Soiith I TALT 


0 —0.5 

(— 0 . 6 )* 

+0-3 -0.9 


H&Ss£torixLv£t‘ - 

line i and 5.5 per cent. 

The “demand prediction” is that tn+ni ± • , 

grow at 89 per cent of the national utput m the South will 

tte actual rate «, 83 PCr Cent) *"»■ 

ccut). (Since constant Lome elasMti«“» “ Veraf!6 (16 P® 
rate of growth is irrelevant to this ™ j- \ &Te assumed > the actual 
same proportion of any national which Would be the 

prediction is also too optimistic where r° r ^ the demand 
pessimistic. Over halftf the total • X the Center h is ove rly 
from the national average is evnW * Jf’ ia * 10n ln the regional rates 

the existing supply pattern, however*and forth ia % g Vh- deiaaDd and 
the demand prediction provides a nJfni • * S ° Uth “ P arti cular 
The reason why theSonhi? X P ° mt of departure. 

^ basis of demand Irtom a W ? N ° rth and Center ® 

a » d VIII. The South proves oX 0 ^ X ““ from Tables ™ 
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has Slot'S^ WhiCh °i tctol demand 

the rest of XoX For1? “ T k «“ ^ *** * 

mal” SnntLorr, ,7' ^ or na honal sectors, the ratio of “nor¬ 
mal bouthern growth to national growth of 87 ^ u • * ? , 

Effects of Supply Changes on Regional Growth 

shown in Table VH^For Itely aTa^hde' the smpWffeT^h 8 

westr flXS £ P r" ft 

cwXItT ""”? piim ^ * d « m “ d St 
Xt? incr r “ ta aerimito8 - fa wStXX'h^ ££ 

from 1L5 per cent to 12.9 per cent of total supply. “ 

. , 6 pnnci P al result of changes in the regional supply pattern 

tion a 6 S m TT Shape ° f the CeDter “ both Primary produc¬ 
tion and manufacturing. In primary production, the g2n of the 

U has'been «+^ ® ° f the South ’ while “ manufacturing 

has been at the expense of the North. In the latter case, it is only 

the producer goods industries that are becoming more evenly dJ 

cent^and Ihe Jh* ^ ^ from 62 to 595 p er 

initial shams'In ^ “ pro P ortion to their 

initial shares. In the consumer goods industries (including food) 

there has been on balance almost no change in the suppW tern 

with a slight al m the share of the South and a risfin £££? 

the u e Supply changes ’ is th e Center rather than 

the South that has achieved the objective of closing the gap in the 

Ef T TT itS6lf aDd thG traditi0nal indus « aI of t£e 

North. Some of the mam elements in this process have been the 
discovery of natural gas in the Po valley, the development ofa 
petrochemical industry in the Center, and the decentralization of 
the metal-working industries. Since population has increased some- 
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What less rapidly in the Center than in the other two rerions th* 

In th P e e VT a + L inCOme " 6Ven hi ^ her here thanTn t£ N^th 
In the South, the supply effects shown in Tables V and VIT 

exactly the opposite of the pattern of development thafth^r 
was expected to induce. Ten years after thTS^f 1 1 Cassa 

development program, the production of agricultmal’ nrodut? 1011 !! 

£^.^=^ 52 = 

quately to the rise in local demand and the fiscal concessions ™^' 

bv mean° Ve fT ent ' , Therefore the P olic y of induced development 
by means of demand increases cannot yet be counted a success. 

Effects of Other Factors 

Several factors that are omitted from the regional model must 
be added in order to round out the picture o? regioml iuZe 
growth. As shown in Table II the rate of population inlTSs 
been nearly ?M 1 ,n all regions, and therefor there is little dS^n« 

! ° f gr0wth by "»™ and relative rates of per 

capita growth. A second omitted factor, changes in the “terns ot 

ftotc«T S ^T' *”? SlS ° been ^“tively to this pertod • 
Productivity rises have been more rapid in industry than in aeri 

culture, but this difference has been offset to some extent by the 
greater price rise m agriculture. y 

In one respect, the evaluation of the development of the South 
m terms of current output has a substantial downward bias. Since 

2. In analyzing the period 1951-59 in the South, it makes little difference 

grottlTintotaf d 16 T me l t0 be regi ° nal or national because the regional 
" ““ ““ “ “» «"*«■. <■«= to tt, 

3. Saraceno, Linee di Sviluppo dell’Economia Italiana e Ruolo dell’ 
Agncoltura e della Bonifica,” op. cit., and C. Segre, Produttivitd e Prezzi nel 

Giuffr^° m9) mlVPP °~ L ’ EsperienZa Italiana 1950-1957. SVIMEZ (Rome: 
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Jon r eriod bef ° re 

facilities should be given a value A L^T** , Capacit y in these 
providing the housing and public services n, ^ ^ made to ^rd 
lation away from the overcrowded hillton t ^ t0 move the P°Pu- 
once driven by the prevalence of mtS inT ,* T hich the ^e 
better base for future agricultural andTndust i J ^ A 
fore existed in the South by I960 devel « then, 

IV. Implications For Development Policy 
me experience of Southern I t„i v ; n +u 
seriousness of the obstacles that Lust bt™** shows the 
economic structure of a countiy or rein %**?»*> change the 
fer of resources to the region, the investment'^ ^ Iarge trans ' 
the rapid growth of consumption and tvSf “ ? Verhead facilities, 
incentives given to private investors and ^ t “ ent ’ 1)116 considerable 
technicians, the composition of output ^ bS , antlaIuse of Northern 
since I960 If the large incanSS^tr 1 Jittle 

f 18 P robable that the South would rl^ ! ° Ut ° S next 
fowth rate than its present 4 per een+ l * to a C0Dside rably lower 

for tie commodities » McTitViZ, WiT 
passed on the program of the Cassa ner m ^ eVer Jud gm e nt may be 

complete information becomes avllb It ^7^° more 
South 6 “ las not ^ ““ SX; h ,a c , Y in ife *- 

Southern economic problems- ttlo P ™ one of the most basic 

sectors that do not offer the possibmtvT 11 ^ 011 ° f Potion in 

j As Saraceno has recentlv ‘1 t/f rapid growth ‘ 
development policy in the SoLh shltd^t ° bjective of 

structure capable of sustained growth rath *? achleve an economic 
between the growth rate in the South a ^ & particular ratio 
requirement of a viable econolc s Wura ■“ 2* * 0rth ' Tbe &st 
the normal increase in export demld nb, “ f 0uthern Ital 7 is that 
generate a satisfactory rate of growth mt p nal demand should 
mthout excessive reliance onlncomllr and ~ 

that is considered "satisfactory” cannot i , The growth rate 
the rest of the countiy, howewr if ^ b \ much lower thaD that in 
be achieved with a different allocatiolof 6 ^ that parit y can 
present economic structure is deficient in tl resources - The 
income growth of say 5 per cent LerL ^ reSpect because if an 

means), the growth of regional exportin' * ni * iated 1b y whatever 
4- Saraceno, "Dope un De • / ^ b ® made( l uate to cover 

P ” DeCenni0 * -1 Mezzogiomo,” op. a 
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£ ££ £ S a ^d“*S T 3re , now taporM ’ “ d 

external financing of a large import surX “ d by COnttaed 

of the structural chan^es^reg^Sd'to^rod 11 * “Jj 601, the ma 8mtude 
“ «.e South has ^ 

extent of those changes and tK .• \ & g0venunent The 
take can be ascertained onlvfr d Ctl0n that future Policy should 
economic str & anaI ^ of 

sxSE“=“ 

A second requirement of a viable economv i<» +iL+ 1 i 
plus “normal” income tramWr c u ij my ls . that Iocal savings 

regional mcome, this requirement seems to *° 

Southern Italy than the structural problem The fnlh™/ - D 

therefore concentrates on the oeedteSctmai 

The Principal Lines of Policy 

(lj agricultural development, 

(2) industrial development, 

(3) increased emigration. 

bimZfofcIwf de ™ l0PmeI,t P ° liCy Pr0b ‘ hl> ' ooMiets of a com- 
In terifof^’ “ “ U8eful to tot in isolation. 

R , ! ° f the model P re sented in Section II, these policies of 

structural change may be defined as follows: 

(1) Growth of agricultural production in an amount and 
composition that will permit the South to supply a larg“ ™L j 
total Italian internal and external demand 

q ,, (2 + } Gr ™ th ° f Atrial production‘sufficient to permit the 
South to supply a larger fraction of the total Italian market (which 

market S’ SUPPlyillS ‘ '"S" pr0p0rti °“ ° f the "*k>ual 

(3) Increasing emigration in an amount sufficient to make 
up for any shortfall in the growth of production. 

Although other possible development policies might be ad¬ 
vanced such as price support for Southern agriculture, they are of 
a palliative nature and conflict with the national policy of freer 
trade and economic integration with the rest of Europe. 


\i> n f v* M i Mi ^ * 
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The national growth rate assumed in GNP is lower than the 
5.5 per cent of the past decade, but is still rather optimistic. The 
regional target for per capita income is 20 per cent above the na¬ 
tional rate, but it falls short of the rate of 6 per cent that would 
be needed to stop the widening of the regional gap in per capita 
income by 1970. 

The three Southern development programs illustrated in Table 
VIII are based on the following hypotheses as to technical possibil¬ 
ities and policy direction: 

Program A represents a continuation of past policies and may 
be labeled a “demand projection.” It assumes that output will be 
determined by the growth of demand and the existing productive 
structure, maintaining fixed supply coefficients. 8 (The forecast 
growth rate of 2.5 per cent in agriculture in both regions is somewhat 
more optimistic than Saraceno’s estimate of 2.3 per cent). 

Program B is intended to establish the minimum structural 
change that will suffice to produce a growth of 5 per cent in GNP 
over the period. It therefore makes an optimistic assumption as to 
the growth of Southern agriculture, which is assumed to be higher 
than that in the rest of the country. The growth of manufacturing 
and of local production are determined from the model, taking total 
growth as given. 

Program C determines the minimum structural change (Asa) 
required to achieve the income objective with no increase in the 
emigration rate. The same assumptions about primary production 
are made as in Program B. 

The growth of the South under Program A 9 lags more behind 
the national growth rate than has the actual development of the 
past decade because there is less projected increase in income trans¬ 
fers. The emigration rate required to achieve the target of per 
capita income growth is more than three times the present rate and 
would probably result in a very unfavorable population structure 
in the South, since people of working age constitute the bulk of the 
migrants. It would also reduce investment incentives in the South 
because of the lower growth rate. 

Program B requires an increase of 2.8 per cent in the share of 
total industry located in the South, which would raise the growth 

8. For simplicity, the supply coefficient is redefined as the ratio of output 
in the South to total output, thereby ignoring further changes in the proportion 
of imports. 

9. This type of program is implied by Mrs. Lutz’s (op. cit.) recommenda¬ 
tions to develop the North instead of the South. 
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rate in sectors 4-12 to 9.8 per cent, slightly above its recent level. 
In Program C, on the other hand, the share of industry in the South 
must be increased by 6.5 per cent of the national total, which is 
equivalent to producing 25 per cent of the increase in industrial 
output in this region. Under the last assumption, the growth rate 
in sectors 4-12 would rise to 13 per cent and the supply effect would 
nearly equal the demand effect in causing the growth of industry. 

To select the “best” development program requires an analysis 
of the social costs in both North and South and of the institutional 
implications of the alternatives being considered. In my previous 
analysis of development possibilities in Southern Italy, 1 1 calculated 
the pattern of production that would lead to a 5 per cent growth 
in output with a minimum investment cost. On the assumptions 
of that study, the increase in output under the optimum program 
was divided between agriculture and industry in the ratio of 30:70. 
This is very close to the proportion that results from Program C, 
and in contrast with the 50:50 ratio that has characterized the past 
decade. Both analyses therefore support the idea that a much 
higher share of industry in the Southern development program would 
be consistent both with the demands of the country and the supply 
conditions in the South. This shift in emphasis seems to be essential 
if the South is going to become a viable economy without really 
massive emigration. 

Conclusions 

Southern Italy provides one of the first cases in which we can 
see the results of a deliberate policy of giving heavy emphasis to 
overhead facilities and relying on them to stimulate commodity 
production. Although the government’s expectations as to the out¬ 
come of this program were never formulated in precise terms, it is 
clear that this approach to development has serious weaknesses 
when it is carried to such extremes as it has been in Southern Italy. 
In the first place, the capital required per unit of increase in regional 
output has proven to be very high, yielding a gross capital-output 
ratio of between 5 and 6 in comparison with the ratio of between 
3 and 4 obtaining in the rest of Italy and the even lower values in 
most underdeveloped countries. Secondly, the high proportion in¬ 
vested in sectors in which there is a long interval before the invest¬ 
ment reaches full utilization (agriculture and overhead facilities) 
means that domestic production and saving increase more slowly 

1. “The Role of Industrialization in Development Programs,” op. cit. 
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under this approach, and a greater reliance on outside assistance 
is necessary to maintain a given growth in income. Finally, the 
overhead approach” either ignores the other structural changes 
that are needed in the rest of the economy or assumes that they will 
take place automatically. In Southern Italy the failure of the 
increase in local demand to stimulate import substitution is very 
clear in the first decade, although one may hope that it will begin 
to take place in the second. Since investment has been limited 
mainly to commodities that the South already produces, for which 
demand is growing slowly, there is considerable evidence that actual 
investment has fallen short of utilizing fully the available resources, 
which have therefore been invested elsewhere. 

The drawbacks to the approach that has been followed in 
Southern Italy stem largely from the fact that the area is not an 
administrative unit and that there is no over-all plan for its de¬ 
velopment. An over-all plan would enable judgments to be made 
as to the comparative advantage of different types of production, 
based on the opportunity costs of labor, capital, and the available 
natural resources. To the extent that this analysis indicated the 
desirability of developing types of production that are not profit¬ 
able at current market prices — as it almost certainly would in 
Southern Italy — an independent government would have a much 
wider choice of instruments (subsidies, tariffs, wage policy, devalua¬ 
tion, etc.) than does the region at present. Although there has been 
ample political support for increasing the total resource transfer to 
the South, there has been considerable resistance to developing the 
industries that would be rational for the South, which might increase 
competition with the established plants in the North. Because of 
this reluctance to plan realistically for the South, much of the over¬ 
head investment has gone for facilities that would not be of high 
priority in an integrated approach. 

The central government is now challenged to provide some of 
these advantages within the framework of an integrated national 
economy. So far it has not devised a substitute for the protection 
of infant industries that is an effective stimulus to development, and 
the working of comparative advantage is further hindered by the 
national wage policy. 2 The channeling of investment resources into 

2. The great importance of wage differentials and induced changes in 
supply patterns of low-wage industries in the recent development of the 
southeastern United States is shown in V. R. Fuchs, “The Determinants of 
the Redistribution of Manufacturing in the United States since 1929,” Review 
of Economics and Statistics, XLIV (May 1962). 
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less productive uses has therefore offset to a considerable degree 
the large capital inflow from the rest of the country. 

In more general terms, the experience of Southern Italy over 
the past decade shows that a change in the productive structure 
must be put on a par with an increase in total investment as an 
immediate objective of development policy. The development of 
overhead facilities is only one aspect of the total change that is 
needed. 







A Guide to the Literature 


The readings listed here are a selection. Just as this volume is, they 
are concerned more with the results of analysis than with the techniques 
by which these were obtained. The purpose of this bibliography is to 
lead the student to a comprehension and mastery of the diverse theories 
that contribute to an understanding of regional development processes. 
Though not any less important, writings on methodology as such have 
been excluded. They are expertly reviewed in a compendium by Walter 
Isard (5) which will serve regional scientists as a major reference work 
for years to come. In addition, there are brilliant review articles by 
John Meyer (7) on recent work in regional economics and Brian J. L. 
Berry (59) on geographers’ contributions to the study of spatial sys¬ 
tems. The annotated bibliography of central place studies by Berry and 
Pred (54) is a further indispensible reference. The categories used are 
of necessity arbitrary, and many selections might have been differently 
classified. 

Starred items in the following list are included in the present volume. 


I. REGIONAL SCIENCE AND PLANNING 

Regional science is the awkward name under which scholars from 
many disciplines have rallied. The name itself was invented some ten 
years ago by Walter Isard, and the publications of the Regional Science 
Association as well as a number of books have become the principal 
source of technical material for scholars interested in the spatial aspects 
of human activities. Its unifying concern, as in the case of geography, is 
space as a variable determining human behavior, but its style is strongly 
analytical and abstract, including advanced forms of quantitative analy¬ 
sis. Regional planning, on the other hand, derives its basic orientation 
from regional science and is concerned with the normative ordering of 
activities in space. Since regional scientists might want to claim most of 
the writings in this bibliography as belonging to their own field, only 
key contributions have been included in this category, in particular those 
of Walter Isard (5, 6, 22). 

1. Boudeville, J. R., “Frontiers and Interrelations of Regional 
Planning,” paper given at International Congress on Economic 
Development, Vienna, August-September 1962. 
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*2. Friedmann, John R. P., “Regional Planning as a Field of 
Study,” Journal of the American Institute of Planners, Vol. 29, No. 

3 (August 1963), pp. 168-175. 

3. Friedmann, John R. P., “Regional Planning in Post-Industrial 
Society,” Journal of the American Institute of Planners, Vol. 30, 
No. 2 (May 1964), pp. 84-90. 

4. Harris, Britton, “Plan or Projection: An Examination of the 
Use of Models in Planning,” Journal of the American Institute of 
Planners, Vol. 26, No. 4 (November 1960), pp. 265-272. 

5- Isard, Walter, Methods of Regional Analysis: An Introduction 
to Regional Science, New York, The Technology Press of the 
Massachusetts Institute of Technology and John Wiley & Sons, 
Inc., 1960. 

.. 6. Isard, Walter and John H. Cumberland, eds., Regional Eco¬ 
nomic Planning: Techniques and Analysis for Less Developed 
Areas, Paris, European Productivity Agency of the Organization 
for European Economic Cooperation, 1961. 

7. Meyer, John R., “Regional Economics: A Survey,” American 
Economic Review, Vol. 53, No. 1 (March 1963), pp. 19-54. 

*8. Perroux, Francois, “Economic Space: Theory and Applica¬ 
tions,” Quarterly Journal of Economics, Vol. 64, No. 1 (February 
1950), pp. 89-104. 

II. LOCATION THEORY 

Location analysis is one of the most fruitful approaches to the study 
of regional economic development. Economic concepts and techniques 
provide practical tools for the selection of project locations and the 
regional allocation of investments. Two approaches may be distin¬ 
guished. Classical location theory primarily concerns the location de¬ 
cision of the firm. Other, generally later, work has dealt with location as 
a system of spatial relations. Both approaches are of concern to re¬ 
gional development planning: the first by providing a basis for individ¬ 
ual project and program location; the second, by providing the analyti¬ 
cal framework for a normative ordering of the space economy. In 
addition to the theoretical literature, there are a number of empirical 
studies of industrial location which supplement more abstract writings 
on the subject. 

A. Theory of the Firm 

*9. Alonso, William, Classical Location Theory: a Summary,” 
this volume. 
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10. Chinitz, Benjamin, “Contrasts in Agglomeration: New York 
and Pittsburgh, ’ Papers and Proceedings, American Economic 
Review, Vol. 51, No. 2 (May 1961), pp. 279-289. 

Friedrich, Carl Joachim, ed., Alfred Weber’s Theory of the 
Location of Industries, Chicago, The University of Chicago Press, 
1929. 

12. Greenhut, Melvin L., Plant Location in Theory and in Prac¬ 
tice: The Economics of Space, Chapel Hill, North Carolina Uni¬ 
versity Press, 1956. 

13. Hoover, Edgar M., The Location of Economic Activity, New 
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